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THIS MONTH 


News features, which in most issues 
must be subordinated to articles of 
greater length, take command this 
month and crowd one another for 
space. And so it will be, perhaps, for 
several numbers, since the doings of 
legislatures and the National Congress 
combined with the usual grist of timely 
items from the world of insurance in 
general arrive daily in a flood of 
“copy. Our editorial deals with the 
relation of adjusters to the good, or 
bad, opinion the policyholder has of an 


' insurance company, thereby raising 


some interesting points which may or 
may not please all readers. We will 
wait for the resulting letters to arrive. 
The actual driver of the truck that 
looms up on the road ahead of you, 
gets his innings in a discussion of the 


: problems he has to face and the dis- 


cipline imposed upon him. However, 
we still expect to lose our poise when 
one of those wheeled behemoths crawls 
up a hill and bars our way when we are 
in a hurry to get out to Old Aunt 
Mary's. But the article did us good 
and you may get the same reaction. 
There's some amazing information in 


> our Bunk of The Month column about 


a circumstance that you can scarcely 
credit having happened in this day and 
age—yet we suppose it must be looked 
upon with a slight twinkle in the eye. 


*® 
NEXT MONTH 


THere is much just behind the curtain 
which is about to go up on the spring- 


© time show in the insurance theatre and 
» if you are a Journal reader you will be 
guaranteed a good seat. It is certain 
© that March lions will not prove to be 
| lambs and here and there the cat plans 
© to eat the canary. 
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HE policyholder in any insurance company 

reaches what is usually his final or lasting opinion 

of his insurance company, and for that matter, the 
whole institution of insurance, when he has a claim. 
The adjuster’s approach, manner and method of han 
dling the claim is the most important factor. This 1s 
particularly true in fire insurance, where the adjuster 
is dealing directly with the insured in 
determining the value of the property 
and the extent to which it has been 
destroyed or damaged by the hazard 
insured against. Here is the critical 
point in the relationship between the 
buyer of insurance and the company 
which issues his contracts.. He ex- 
pects some concrete evidence of the 
service which was promised him at 
the time the policy was sold and he expects to experience 
that fair and prompt treatment of loss claimants which 
was undoubtedly dwelt upon by the company repre- 
sentative. If the loss is badly handled, his resentment 
will not only show itself in his refusal to carry any 
more coverage with the company in question, but he 
will probably blacken its general reputation among his 
friends and acquaintances. 


Fire 


In view of the importance of proper loss adjustments 
in the fire insurance business, we have always been 
somewhat surprised at the rather casual manner in 
which they seem to be regarded by insurance company 
executives. When a claim is reported to the company 
it is assigned by the loss manager to the closest adjuster 
with whom his relations in the past have been satis- 
factory. The adjuster, who may be acting for one or 
twenty companies, repairs to the scene of the loss, in 
spects the property, goes over the situation with the 
insured and makes his report to the company. Unless 
the case presents some unusual features the company 
promptly accepts liability and prepares a loss draft cov- 
ering the amount of damage. 

This would seem to be a simple and efficient arrange- 
ment and its continuation by the companies for so many 
years is a strong indication that they are satished with it. 
The fire insurance adjusters of the country, taken in the 
aggregate, are a group of highly skilled, industrious 
and honest men who have helped to build up for fire 
insurance its present good reputation with the public at 
large. There are, however, some adverse comments 
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on the manner in which loss adjustments are handled 
which might well be made without any implication that 
the great bulk of adjusters are guilty in any or every 
case. 

The adjuster’s profession is an exacting one. The 
man who combined to the fullest degree all of the de- 
sirable attainments and background would be a combin 
ation of construction engineer, cost accountant, diplo- 
mat, detective, and appraiser. He must be able to de- 
termine the unburned value of a buildine which has 
heen reduced to ashes and must also be able to estimate 
with accuracy the cost of repairs or building anew, as 
well as the extent of depreciation to the building or 
merchandise covered at the time of fire. He must not 
only be familiar with the cost of building construction 
and current prices for all types of merchandise and 
stock, but in handling a use and occupancy loss he must 
be able to determine the amount of profit which would 
have been made if the plant had operated and the degree 
to which the overhead of the business would have to 
be continued after loss. From the very beginning, he 
must convince the insured that his only purpose is_ to 
arrive at a fair determination of the values and the 
damage and he must sell the policyholder completely 
on his sincerity and integrity. 

As part of his task he must if possible discover what 
caused the fire and if anything in his investigation would 
indicate that incendiarism was present, he must make 
every effort to establish whether or not the insured is at- 
tempting to defraud the company and the other policy 
holders, either 
through deliber- 
ately burning the 
property insured 
or through an at- 
tempt to secure a 
recovery in excess 
of the loss which 
he has actually 
suffered. In deal- 
ing with unscrupulous insureds this may very often 
bring the adjuster into real danger of life and limb be- 
fore he can secure evidence which will justify the com- 
pany in refusing to pay the claim and which can be 
turned over to the local authorities so that the offender 
may be properly prosecuted. 


QO BVIOUSLY the paragon who has all of these at 
tainments and qualities does not exist, or if he 
does he can find a much more profitable employment 
outside of the fire insurance field. Many of the adjust- 
ers, particularly in the smaller communities where not 
much work of this type is available, are also engaged 
in other occupations and lack the experience or the 
ability to handle a difficult and involved claim. A large 
number, even among those who depend on this field for 
their livelihood, display only a perfunctory interest in 
the cause of the fire. Too often they are willing to 
accept any explanation which the insured may offer, and 
if he volunteers none simply put it down as “Unknown.” 
Occasionally an adjuster, fired by a misguided zeal and 
perhaps slightly embittered by past experience with ex 
aggerated claims, feels that it is his task to settle the 
loss at the lowest possible figure without regard to the 
damage which was actually suffered. Sometimes adjust 
ers regard the whole matter in the light of a horse 
trading contest with the insured, starting out with a 
figure far below the correct one with the expectation 
of trading up to a satisfactory amount. Too often ad- 
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justers ignore evidence that would 
indicate that the origin of the fire 
was not completely natural in a de- 
sire to get a quick, clean settlement 
instead of a long-drawn-out dan- 
gerous investigation. 

If insurance companies are to do 
effective fire prevention work they 
need accurate and dependable infor- 
mation on the causes of fire within 
the risks which they are already in- 
suring. Nothing reveals the danger 
spots in a particular type of business 
classification as well as the number of 
fires which originate from the special 
hazards involved. Unless the ad- 
juster makes a conscientious effort 
to determine the actual cause of fire 
loss, he leaves the fire protection 
engineer pretty much in the dark as 
to the most effective steps which can 
be taken to counteract or neutralize 
the most pressing fire hazards. 


In the last analysis, the adjusters 
of the United States will give the 
insurance companies the type of ad- 
justment they want and are willing 
to pay for. 

Mutual companies, because of their 
close relationship with their policy- 
holders, are particularly interested in 
proper claim settlements. Their pol- 
icyholders are the owners of the 
company and, therefore, the com- 
panies insist that their adjusters 
must under all conditions be cour 
teous, completely fair in arriving at 
the amount of the loss or damage, 
never arbitrary, but firm in the han 
dling of a situation where there 
exists a reasonable certainty that 
things are not as they should be. 

The companies must insist, too, 
that the adjuster make a definite and 
detailed report on the cause of every 
fire, and on the other hand they must 
give the adjuster every support in his 
efforts to secure the necessary evi- 
dence when there is good reason to 
believe that the element of fraud ex- 
ists in any case. 

Claims improperly handled result 
in a loss of good will. Losses that 
clearly should be paid but are settled 
grudgingly, nullify thousands of dol- 
lars spent for advertising. 
paid that should not have been, re- 
sult in an increased cost that the in- 
suring public as a whole ought not 
to be made to assume. 


| OSses 


Mutual companies by experience 
have learned that the interests of 
their policyholders are in most cases 
best served in instances where claims 
arise by the “exclusively mutual” 
adjuster. 


In all of this, however, there still 
remains much to be done. 
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Miscellany 


NINETEEN THIRTY-SIX AUTO 
FATALITIES IN THE UNITED STATES 
reached 38,500 which is thought to 
be an all-time high—The average fine 
for killing a moose in Maine is $53.30 
while the average fine for killing a 
human with an automobile is said 
to be only $20.32—Alaska has pro- 
duced minerals valued at more than 
one hundred times the purchase price 
since the United States bought it for 
$7 ,200,000—The per capita consump- 
tion of wine in the United States is 
only about one-half gallon whereas 
in France it is forty gallons—One 
out of every three grade crossing ac- 
cidents is caused by the motorist 
driving into the side of a moving 
train—It hasn’t rained in Lima for 
thirty years, but cool fogs produce 
a bumper crop of the famous beans 
—You can see the pyramids and 
other sights in Egypt for only ten 





dollars, including caviar sandwiches 
at the entrance to the Karnak Tem- 
ple, but how much does it cost to 
get to Egypt?—Scribner’s for Feb- 
ruary has a good article on the Cin- 
cinnati City Management Plan—The 
Monthly Labor Review says there 
were 2014 strikes in the United 
States during 1935, largest number 
since 1921. 1936 strikes not yet 
totalled—Economists are abandoning 
present-day problems and beginning 
to worry about future buying of tele- 
vision sets on the installment plan 
—lactory Management article says 
ten per cent of women office clerks 
are dissatisfied with their jobs, five 
per cent of stenographers aren’t 
much interested but ninety-eight per 
cent of private secretaries like their 
occupation—Cargo-carrying airplanes 
are said to have helped break the re- 
cent shipping strike on the West 
Coast— More bicycles are now 



























manufactured than in the Gay 
Ninety heyday of that vehicle— 
Booklet says that Ramesis ITI in 1250 
B. C. erected an obelisk eighty feet 
high, using the labor of 120,000 
men, without an accident—President 
of the National Association of Real 
Estate Board says 5,000,000 more 
families would own homes if interest 
were reduced to four and a half per 
cent, amortization extended to thirty 
years, and tax rates reduced to one 
per cent—National Safety Council 
reports 111,000 lives lost by accident 
in 1936, with estimated cost of $3,- 
750,000,000 — Legalists are now 
discussing whether casualty com- 
panies are liable for damages inci- 
dent to a sit-down strike—Codliver 
oil is announced by Boston medico 
as remedy for night driving acci- 
dents—Author C. R. Cooper says 


3,500,000 Americans are in some 
way connected with racket gangs 
and bleed the public for fifteen 


billion dollars yearly. 


Examinations To Be 
Made By Zones 


THE ADOPTION OF THE PLAN RE- 
CENTLY SUGGESTED BY NEW YORK’S 
Superintendent of Insurance, Louis 
H. Pink, whereby representatives of 
other states may participate in New 
York examinations of insurance com- 
panies, has removed one big obstacle 
to the operation of the zone plan of 
examination sponsored by the Na- 
tional Association of Insurance 
Commissioners. 

Under the setup the country has 
been divided into six zones of eight 
states, each with a chairman under 
whom examinations will be con- 
ducted. The zones are: 

1—Maine, New Hampshire, Ver- 
mont, Massachusetts, Rhode Island, 
Connecticut, New York and New 
Jersey. Commissioner John C. 
Blackall, Connecticut, chairman. 

2—Pennsylvania, Delaware, Ohio, 
Maryland, Virginia, West Virginia, 
North Carolina, South Carolina and 
District of Columbia. Commissioner 
Robert L. Bowen, Ohio, chairman. 

3—Florida, Georgia, Alabama, 
Mississippi, Louisiana, ‘Tennessee, 
Missouri and Kentucky. Commis- 
sioner R. FE. O’Malley, Missouri, 
chairman. 

4—I ndiana, Illinois, Michigan, 
Wisconsin, Minnesota, Iowa, North 
Dakota and South Dakota. Com- 
missioner Harry J. Mortensen, Wis- 
consin, chairman. 

5—Texas, Arkansas, Oklahoma, 
Kansas, Nebraska, New Mexico, 
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Colorado and Wyoming. Commis- 
sioner Arthur J. Ham, Wyoming, 
chairman. 

6—Washington, Oregon, Califor- 
nia, Montana, Idaho, Utah, Arizona 
and Nevada. Commissioner Hugh 
H. Earle, Oregon, chairman. 

The difficulty which prevented 
New York’s earlier participation was 
that the law of the state requires that 
examinations be conducted by civil 
service employes of New York. 
(nder the new arrangement these 
employees will make the examina- 
tion, with representatives of the 
Commissioners’ [-xaminations Com- 
mittee assisting, and making their 
own reports after the examinations 
have been completed. 


M. J. Harrison Named 
Arkansas Insurance 
Commissioner 


M. J. HARRISON, ASSISTANT COM- 
MISSIONER OF INSURANCE IN ARKAN- 
sas from 1919-1924 and Commis- 
sioner in 1924-1925, has been re- 
appointed to that office by Governor 
Carl E. Bailey. 

The new Commissioner, who is a 
native of Clarksdale, Mississippi, re- 
ceived his education at Cumberland 
University and the University of 
Michigan. Following his graduation 
from college, he began the practice 
of law. Later he was elected to the 
State Legislature but resigned in 
1917 to enlist in the war forces. 
While in France he was a commis- 
sioned captain and won the rank of 
major with the 235th Field Artillery. 
Since he resigned from the insur- 
ance commissionership in 1925, Mr. 
Harrison has been engaged in the 
practice of insurance law at Little 
Rock. 


Gough To Be Honored 


PLANS ARE BEING MADE FOR A 
DINNER HONORING THE TWENTY- 
fifth anniversary of C. A. Gough as 
Deputy Commissioner of Banking 
and Insurance of New Jersey. The 
dinner, which will be given by the 
Casualty Underwriters Association 
of New Jersey will be held at one of 
the large hotels in New York City 
the latter part of March. 

The committee in charge of ar- 
rangements will invite all New Jersey 
insurance organizations and New 
York City company officials in an 
effort to make the tribute a broadly 
representative one. 
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Life Companies Gain in 
Mortgage Loan Field 


THAT THE SUPERSEDING OF BANKS 
BY LIFE INSURANCE COMPANIES IN 
the business of making mortgage 
loans is a decided trend which is 
likely to continue is the opinion ex- 
pressed in a recent issue of the 
United States Investor. 

The extent to which this shifting 
of mortgagees has taken place, it is 
pointed out, is indicated by the fact 
that while in 1935 life insurance 
companies placed only 50% of the 
money loaned on mortgages in New 
York City, their percentage was 
nearer 70% in 1936. Savings banks, 
which had placed 14% in 1935, 
dropped to 9% in 1936; trust com- 
panies placed 19% in 1935, and 
dropped down to 6% in 1936. 

The chief reason for this trend, 
the writer of the article believes, is 
the necessity to which life insurance 
companies are put to earn an aver- 
age of 3% on their huge reserves. 
With the bond market in such con- 
dition that it is impossible in many 
instances to get such a return on 
money invested in securities, the 
companies are being forced to enter 
the mortgage field more aggressively 
than ever before, and it is under- 
stood that their experience has been 
so favorable that they will not will- 
ingly withdraw from it even though 
the bond market begins to offer 
greater opportunities for investment 
profit. 


Plans Laid For Denver 
Million Dollar Round 
Table 


GRANT TAGGART, SPECIAL REPRE- 
SENTATIVE FOR THE GALIFORNIA- 
Western States Life at Cowley, 
Wyoming, and chairman of the 1936- 
1937 Million Dollar Round Table of 
the National Association of Life 
Underwriters, recently returned from 
Denver where he made _ preliminary 
arrangements for the next meeting 
of the Round Table to be held in 
conjunction with the Forty-eighth 
Annual Convention of the National 
Association. 

The meeting will be held in the 
Brown Palace Hotel on August 24 
and will be preceded by a _ week- 
end of social entertainment at the 
};roadmoor Hotel in Colorado 
Springs. The program for this party 
is being arranged by Henry Mosler 
of the Massachusetts Mutual in Los 
Angeles. 

Mr. Taggart states that much in- 
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terest is being shown in this year’s 
meeting of the Round Table. A 
large number of million dollar pro- 
ducers all over the country have al- 


ready indicated their intention to 
attend and have submitted their 
qualifications. 

e* @ @ 


Reciprocal Will Be 
Liquidated 


IMMEDIATE LIQUIDATION OF THE 
MANUFACTURING LUMBERMEN’S UN- 
derwriters, Kansas City reciprocal, 
is planned by Missouri’s State 
Superintendent of Insurance, R. E. 
©’Malley. In a formal statement he 
asserted a short time ago that while 
he had received an offer to reinsure 
the more hazardous items of the ex- 
change’s business, and thus possibly 
save the exchange, there is no court 
available to pass upon such a re- 
insurance contract. 

Since the offer was made, how- 
ever, the exchange has sustained 
large additional losses in the flood 
disasters, and it is his opinion that 
it would now be difficult to effect 
the proposed reinsurance even 
though it were possible to obtain 
court approval. 


Fraternals Win in 
Arkansas Suit 


THE RECENT DECISION AGAINST 
THE STATE OF ARKANSAS IN_ ITS 
action against thirty fraternal insur- 
ance societies for $1,600,000 in 
premium taxes is expected to result 
in the litigation’s being dropped. The 
court held that the fraternals were 
correct in claiming exemption from 
the 242% gross premium tax, and 
that the only remedy against them 
was to be found in the legislature 
rather than in the courts. 


Investigate Oklahoma 
Insurance Board 


THE HOUSE OF REPRESENTATIVES 
OF THE STATE OF OKLAHOMA HAS 
ordered an investigation of the State 
Insurance Board, the Insurance 
Commissioner’s office, and the State 
Fraternal Board, in an effort to de- 
termine whether conflict in authority 
exists. 

Commissioner Read, in his annual 


report to the Governor, recom- 
mended that the Insurance Board 
and Fraternal Board be abolished 


to avoid duplication of work, save 
time, and do away with confusion. 
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A special committee of five has 
been appointed to look into the mat- 
ter and a full investigation is ex- 
pected. A report, probably with 
recommendations, will be presented 
to the legislature after hearings by 
the committee. The State Compen- 
sation Fund will also be scrutinized 
during the quiz. 


Book On Consequential 
Coverages 


CONSEQUENTIAL COVERAGES, BY 
W. S. FOSTER, UNTIL HIS RETIREMENT 
in 1936, associate manager of the 
Western Department of the North 
America companies, has just been 
published by the Rough Notes Com- 
pany of Indianapolis. 


Consequential damage insurance 


includes use and occupancy, rents, 
leaseholds, profits, contracts, im- 
provements and _ betterments, un- 


earned premiums and some _ other 
coverages against losses which are 
not direct property losses, which 
follow after fire or other casualties. 

Of these, use and occupancy is, 
of course, much the most important 
and receives the lion’s share of at- 
tention, its discussion occupying 
about two-thirds of the book. 


Books For the Bookless 

IN THE DECEMBER ISSUE OF 
JOURNAL REFERENCE WAS MADE IN 
a quoted article by J. J. Fitzgerald 
to a number of surplus books which 
were cluttering up his house. One 
of our readers E. 'G. Hitt of At- 
lanta, Georgia, showed the item to 
Mrs. J. K. Ottley, a moving spirit 
of the Tallulah Falls School in that 
State and as the result of an exchange 
of correspondence a_ considerable 
collection of various volumes were 
assembled and shipped by J. J. F. 

While our editorial department can- 
not assume the duty of promoting 
other donations, yet we feel impelled 
to add that any others who may feel 
moved to clear duplicates from their 
library might be interested in com- 
municating with Mr. Hitt who is 
President of the Associated Mutuals 
of Atlanta and whose address is 22 
Marietta Street Building. However, 
we suggest that any who have un- 
wanted first editions of Shakespeare 
or an original text of the King 
James Bible, kindly send them to the 
Editor’s office. 


THE 


CASUALTY 
NEWS «<-> 

















Drivers License Laws 


THE NATIONAL SAFETY COUNCIL AT 
THE BEGINNING OF THE SECOND YEAR 
of its “Five Year Campaign to Re- 
duce Automobile Fatalities” is now 
focusing its attention on drivers 
license legislation. 

According to reports issued by the 
Council, prospects for legislation 
that would place a check on indis- 
criminate and irresponsible opera- 
tion of automobiles has never before 
seemed so bright. They state that 
Governors who have definitely ex- 
pressed themselves in favor of a 
standard drivers license law include 
those of Texas, Mississippi, Okla- 
homa, Indiana, Maine, Kansas, Ten- 
nessee, Nebraska, Illinois and Wy- 
oming. Of the 42 State Legislatures 
now in session, 23 have no license 
law whatsoever or a measure which 
is substandard. 


Study of Connecticut 
Financial Responsi- 
bility Law 
THE COMMISSION APPOINTED TO 
INVESTIGATE THE FINANCIAL RESPON- 
sibility law in Connecticut has sub- 
mitted a report to Governor Cross 
after considering the question for 
the past 18 months. The Committee, 
which has met weekly since July, 
1935, consisted of Superior Court 
Judge Frank McEvey, Insurance 
Commissioner John C. Blackall, and 
Motor Vehicle Commissioner Michael 
A. Connor. A great deal of time 
and study was given by the Com- 
mission to the present financial re- 
sponsibility law, compulsory insur- 
ance, and the New Hampshire plan. 

Both compulsory insurance and 
the New Hampshire plan were 
looked upon unfavorably by the 
Commission who offered the fol- 
lowing recommendations in_ their 
report: 

1—That a State Fund be established 
from which the medical, surgical, hos- 
pital and nursing expenses for every resi- 
dent of Connecticut injured by an auto- 
mobile upon a public highway in the 
State would be paid a sum not exceeding 
$300.00. The fund in turn would recover 
from these drivers found at fault any 
amount paid by it on behalf of an injured 
person. If payment is not made it has 


the authority to rule these drivers off 
the road. 
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2—The Commission urged the enact- 
ment of an amendment to Sec. 621-C of 
the present financial responsibility law 
which would give the motor vehicle com- 
missioner authority to require proof of 
financial responsibility if, in his opinion, 
there had been a violation of the law. As 
this section reads at present, proof of 
financial responsibility can only be_ re- 
quired if there has been a court convic- 
tion against the driver. 

3—The Commission urged that sub- 
division L of Sec. 1608 of the Financial 
Responsibility Act which was _ repealed 
in 1931 should be restored and again 
made part of the act. Under this section 
the license of a driver could be suspended 
until he had paid any court judgment 
against him in a liability action. 


DeCelles Urges Repeal 
of Compulsory 
Auto Law 


REPEAL OF MASSACHUSETTS’ COM- 
PULSORY AUTOMOBILE LIABILITY IN- 
surance law has been recommended 
by State Commissioner of Insurance 
Francis J. DeCelles in an appearance 
before the Insurance Committee of 
the Massachusetts Legislature. 

He said that after two years of 
experience he had concluded the 
present law was “valueless to the 
people of Massachusetts.” 

Commissioner DeCelles declared 
himself in favor of repeal because 
of the many loopholes in the pres- 
ent law which make it possible “to 
evade responsibility to the detriment 
of the public and of the decent in- 
surance companies that are trying to 
cooperate.” 

He is understood to be drafting 
a bill for submission to the legisla- 
ture which would give him specific 
authority to investigate annually all 
casualty companies writing automo- 
bile insurance under the compulsory 
law. It would also define more clearly 
the authority of the Commissioner 
in fixing automobile liability rates. 

A second proposed bill would give 
the Commissioner the right to refuse 
to sign any charter of any insurance 
company until he is satisfied that the 
incorporators are of good repute and 
intend to operate the company in 
good faith. 


Rejected Workmen's 
Compensation Risk 
Problem Reviewed 


THE PROGRESS OF THE REJECTED 
WORKMEN’S COMPENSATION INSUR- 
ance risk problem is thoroughly re- 
viewed in a recent report issued by 
W. F. Roeber, General Manager of 
the National Council on Compensa- 
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tion Insurance, and a division by 
states is made of the methods of 
handling rejected risks. 

State insurance funds are required 
(either by statute or by ruling) to 
accept any risk offered in Arizona, 
California, Colorado, Idaho, Mary- 


land, Michigan, Montana, Nevada, 
New York, North Dakota, Ohio, 


Oklahoma, Oregon, Pennsylvania, 
Utah, Washington, West Virginia, 
and Wyoming. 

Machinery for writing risks which 
have been unable to secure compen- 
sation insurance through their own 
efforts is provided by the laws of 
Georgia, Indiana, Minnesota, North 
Carolina, and Wisconsin. 

The voluntary plan, under which 
the companies have worked out a 
system for writing risks otherwise 
not acceptable, is in effect in Con- 
necticut, District of Columbia, 
Florida, Illinois, Iowa, Kansas, Mis- 
souri, Nebraska, New Jersey, Rhode 
Island, South Carolina, Tennessee, 
Vermont, and Virginia. 

At the present time there is no 
procedure, either legislative or vol- 
untary, for granting coverage to re- 
jected risks in Alabama, Kentucky, 
Louisiana, Maine, Massachusetts, 
New Hampshire, New Mexico, 
South Dakota, and Texas. 


New Hampshire Consid- 
ers Fund to Aid Victims 
of Uninsured Motorists 


DESIGNED TO ELIMINATE THE FE.- 
TURES WHICH CAUSED THE LAST 
such proposal to be declared uncon- 
stitutional, a bill to create a state 
fund for compensating victims of 
uninsured motorists is shortly to be 
considered by the New Hampshire 
legislature. The original plan was 
advanced two years ago by Insur- 
ance Commissioner John E. Sullivan. 

A committee appointed by Gov. 
H. Styles Bridges has redrafted the 
bill to require each automobile owner 
to pay an extra dollar in registration 
fees, with uninsured automobile 
owners paying $5 additional. The 
proceeds of these fees would be held 
in a fund for payment of claims 
after judicial determination of liabil- 
ity and the inability of the defend- 
ant motorist to pay the damages 
awarded by a court. 

The substitution of judicial de- 
termination of damages for the 
original plan of setting up a three- 
man commission is expected to make 
the act constitutional. The Sullivan 


bill was advanced as an alternative 
to the compulsory plan operated in 
Massachusetts, with the extra $5 fee 





February, 1937—9 


charged uninsured motorists fur- 
nishing a powerful incentive to 
insure. 


The Standard, New England in- 
surance publication, points out that 
“whether the New Hampshire plan 
gets over the constitutional hurdle in 
its own state or not, it is interesting 
to note that in Connecticut a special 
commission which included one 
prominent jurist has recommended a 
similar proposal, providing for a 
similar fund, limited in this case to 
the payment of medical expenses of 
automobile accident victims.” 


Compulsory Auto Fund 
Bill in California 


A STATE MOTOR VEHICLE FUND IS 
ASKED IN A BILL INTRODUCED INTO 
the California legislature by assem- 
blywoman Jeannette Daley of San 
Diego. 

The first of several bills scheduled 
for introduction, the Daley measure 
seeks to place the Industrial Acci- 
dent Commission in charge of a 
fund which would become a part of 
the California State Compensation 
Insurance Fund. This would be 
known as the State Compensation 
and Motor Vehicle Liability Fund, 
and rates would be under the con- 
trol of the Insurance Commissioner, 
with the following limitation: 


The rates to be charged for motor 
vehicle liability insurance shall be 
fixed with due regard to the type of 
motor vehicle insured, the loss and 
accident history of its owner, the 
character of the use which is to be 
made of the motor vehicle, and the 
loss experience of the district in 
which it is to be used. 


The proposed amending of a sec- 
tion of the insurance code to place 
upon the insurance commissioner 
responsibility for approval of work- 
men’s compensation premiums will 
place rates under his jurisdiction. 
It is also provided that private in- 
surance companies can issue par- 
ticipating motor vehicle liability in- 
surance policies, ; 


Owen Made Vice-Presi- 
dent of Central Mutual 
Casualty 


JOHN G. OWEN HAS BEEN ELECTED 
VICE-PRESIDENT OF THE CENTRAL 
Mutual Casualty company of Kan- 
sas City, Mo. The action was taken 
at the annual meeting of the com- 
pany’s board of directors, held at 
Kansas City on Jan. 27. 
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Reduction Sought in 
Oklahoma Liability 
Rates 


\ GENERAL REDUCTION OF 7.5% IN 
RATES FOR ALL CLASSIFICATIONS OF 
bodily injury and property damage 
liability insurance in Oklahoma is 
asked by the National Council on 
Workmen’s Compensation in a_ re- 


cent filing with the Oklahoma In- 
surance [Doard. 
Other requests included in the 


filing are: 

That the following be removed 
from Class 3 and placed in a new 
Class 5—common carriers of mer- 
chandise for hire, contractors en- 
gaged in general hauling for hire, 
cotton haulers, expressmen, forward- 
ers, freight handlers, haulers, oil 
field or oil well equipment haulers, 
parcel delivery, railway companies, 
steamship and transfer companies, 
stevedores engaged in general truck- 
ing, transportation companies, truck- 
men and warehousemen ; 


That surcharges and = minimum 
premiums on commercial automo 
biles be eliminated, and that no 


policy covering commercial vehicles 
be written on a gross earnings or 
mileage basis; 

That every trailer or semi-trailer 
be specified in policy or endorse- 
ment, and that coverage apply only 
while they are being used with 
automobiles or tractors insured by 
the company ; 

That trailer premiums be—those 
not exceeding 15 feet in length, 
25% of heavy commercial car rates ; 
those not in excess of 25 feet, 75% 
those over 25 feet, 100%: and all 
those of pole type, or without fixed 
length, 100% : 

That no policies be accepted for 


filing with the Oklahoma Compen- 
sation Rating Bureau nor the Cor- 


poration Commission covering risks 
unless countersigned by a licensed 
resident Oklahoma agent ; 

That no policy be accepted which 
does not contain the approval stamp 
of the Oklahoma Compensation Rat- 
ing Bureau and the counter-signa- 
ture of a licensed Oklahoma resi- 
dent agent ; 

That no policy be issued or filed 
covering Oklahoma risks that does 
not contain, on the face of the 
policy, the correct rate and amount 
of insurance and the total premium 
collected, and that the correct rate 
and premium developed per individ- 
ual unit be shown in the schedule: 

That all trucks and buses operat- 
ing into Oklahoma from other 
states be rated at not less than the 
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base rate established by the Okla- 
homa Insurance Board ; 

That no policies be written for 
less than one year duration, except 
by consent and approval of the 
soard. 

It was proposed that the new rules 
and rates be effective as of Feb. 1. 
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Cc. W. BROWN 


Brown New President of 
Merchants Mutual 
Casualty 


MR. C. W. BROWN FORMERLY FIRST 
VICE PRESIDENT AND GENERAL MAN- 
ager of the Merchants Mutual 
Casualty Company of Buffalo, New 
York, was elected President and 
(seneral Manager at a meeting of the 
Board of Directors of the company 
on February 9th. | 

Morris IF. Tremaine, President of 
the company since January, 1934, 
was made Chairman of the Board. 
Mr. Tremaine who is Comptroller 
of the state of New York, was one 
of the founders of the company and 
has been a director since its organi- 
zation in 1918. 


Rules Sale of Policies 

Must Be Kept Separ- 

ate From Newspaper 
Subscription 


IN ALL CASES WHERE SALE OF IN- 
SURANCE IS HANDLED THROUGH 
newspaper offices, the transactions 
must be kept separate from  sub- 
scriptions to the newspaper, and sub- 


scribing to the paper may not be 
made a condition of issuance of the 
policy, Insurance Commissioner 
Owen B. Hunt recently stated in a 
memorandum addressed to all insur- 
ance companies. The ruling was 
made necessary, Commissioner Hunt 
said, by the anti-discriminatory sec- 
tions of the insurance _ statutes, 
which forbid discrimination in rates 
or other conditions between individ- 
uals eligible for the same type of 
insurance policy, or offering of spe- 
cial inducements for the purchase of 
insurance policies. 

“It is necessary, therefore, that 
all such policies be available to ap- 
plicants without any requirements 
of subscription to any publication, 
and that no applicant who does not 
become a subscriber to the paper be 
charged a higher premium rate than 
one who does subscribe. Applica- 
tions for insurance policies must be 
kept entirely separate from appli- 
cations for subscriptions to any pub- 
lication. The charges for the insur- 
ance policy must also be separate 
and distinct. 

“No advertising, literature, or 
other informational matter may state 
that the insurance is available only 
to those who subscribe to the pub- 
lication. Inasmuch as only duly li- 
censed insurance companies are 
permitted to issue insurance, the in- 
surance company assumes entire 
responsibility for the policy, and no 
reference to the newspaper may ap- 
pear on the policy. 

“It has been suggested in this 
connection that solicitation for poli- 
cies could be carried on by persons 
not licensed as insurance agents, and 
the policies or premiums turned in 
to the insurance company through 
other persons duly licensed. The in- 
surance laws require, however, that 
all solicitors of applications for in- 
surance policies, as well as all pre- 
mium collectors, be licensed as agents 


of the company issuing the policy.” 


“L. M. C." Winners On 
Cruise 

TWENTY-SEVEN AGENTS, THE WIN- 
NERS IN AN ELEVEN MONTHS’ PRO- 
duction contest sponsored by the 
lLumbermens Mutual Casualty Com- 
pany of Chicago, sailed from New 
York, February 6, on a six thousand 
mile, eighteen day cruise to the West 
Indies as guests of the company. 
The party, which included wives and 
company executives, numbered nearly 
fifty people. The trip included visits 
to Porto Rico, Guadeloupe, Grenada, 
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Venezuela, 
Panama, 


Trinidad, La Guayra, 
Curacao, Colombia, 
Jamaica and Cuba. 

The contest was open to all of the 
company’s representatives through- 
out the country and consequently the 
party of winners represented nearly 
every section of the nation from as 
far north as Manchester, New 
Hampshire, to as far south as Mont- 
gomery, Alabama. Winners of sec- 
ondary prizes in the contest were 
given gold watches. 


Fire Losses Up During 
1936 


THE 1936 LOSS FROM FIRE IN THE 
UNITED STATES WILL BE REVEALED 
some 13% higher than in 1935, an 
estimate of fire damage of $293,357,- 
245 for the year made by the Na- 
tional Board of Fire Underwriters 
indicates. Losses last year were the 
heaviest since 1933. 

December fire losses were esti- 
mated at $30,133,628, which is 8% 
higher than for December, 1935, and 
32% higher than for November, 
1936. : 

Monthly fire losses for the last 
three years are shown in the follow- 
ing tabulation: 


1934 1935 1936 
January $28,002,583 $23,430,504 $27,729,930 
Feb. ... 31,443,484 25,081,625 30,909,896 


March . 31,312,359 24,942,703 29,177,406 
April .. 22,028,943 23,267,929 25,786,835 
May ... 25,271,459 21,238,205 21,479,380 
June ... 20,005,092 18,499,675 20,407,485 
July ... 19,484,027 19,293,619 22,357,020 
August . 19,613,146 18,137,060 21,714,495 


Sept. .. 16,243,870 16,641,882 20,413,537 
October 18,236,272 19,785,871 20,439,136 
Nov. ... 20,114,346 20,871,584 22,808,497 
Dec. ... 23,895,879 27,969,288 30,133,628 


Totals$275,652,060 $259, 159,945 $293,357,245 


Mutual Insurance Club 
Elects Officers 


THE TWIN CITY MUTUAL INSUR- 
\NCE CLUB, AN ORGANIZATION COM- 
posed of Minneapolis and St. Paul 
mutual insurance company execu- 
tives, department heads, and sales 
representatives, elected officers for 
1937 at a recent meeting. 

Dale Snure of the Employers 
Mutual of Wausau was elected 
president. S. D. Palmer of the 
Hardware Mutual Fire Insurance 
Company of Minnesota, who for the 
past year has been secretary-treas- 


JouRNAL oF AMERICAN INSURANCE 








urer of the Club, was elected vice- 
president. Elected to take over the 
duties of secretary-treasurer, was 
M. D. Parsons of the Mill Mutuals. 

The Twin City Mutual Insurance 
Club was formed a year and a half 
ago. At that time there were less 
than twenty members comprising the 
roster and since then it has grown 
to a point where it now has between 
sixty and seventy members. 

Meetings are held once a month, 
at which time some prominent 
speaker addresses the Club. Dewey 
W. Johnson, former Minnesota 
Deputy Commissioner of Insurance, 
Clyde B. Helm, secretary of the In- 
surance Federation of Minnesota, 
Chief Spotswood of the Fire Pre- 
vention Bureau, Minneapolis, Roy 
Lowden, secretary of the Northwest 
Country Elevators Association, and 
H. J. Miller, president of the Minne- 
apolis Civic and Commerce Associa- 
tion are among those who have ad- 
dressed this group. 


= e 

Inaccessible Fire Danger 
THE DESTRUCTION WHICH CAN BE 

CAUSED BY EVEN SMALL FIRES WHICH 
start in inaccessible locations, such 
as unsprinklered basements and un- 
derfloor spaces, is strikingly illus- 
trated in the last issue of the Factory 
Mutual Record. (ine in Louisiana 
required the flooding of a basement 
to extinguish it. A similar blaze in 
Michigan caused almost $200,000 in 
damage. 

ee @ @ 


Walker & Sons Get 

$1,810,000 

TWELVE INSURANCE COMPANIES 
MUST PAY $1,810,070 To HIRAM 
Walker & Sons, distillers, under fire 
and inherent explosion policies in 
connection with the destruction of a 
whisky warehouse at Peoria, IIl., in 
July, 1935, a jury in Chicago’s 
United States District Court has de- 
cided. Interest of 5% on this sum 
from Nov. 19, 1935, was also 
awarded, but it is understood that 
the distillers have agreed to waive 
this award upon condition that the 
insurance companies pay without 
appeal the principal sum named in 
the verdict. 

Because engineers and construc- 
tion workmen had been laboring for 
many hours before the loss in an 
effort to correct a dangerous sag- 
ging in the rack structure, the com- 
panies originally denied liability un- 
der the lall of Building clause, and 
much testimony was introduced at 
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the trial in an effort to prove that 
the structure had collapsed before 
taking fire. 

The building was insured for 
$310,070. Insurance on the contents 
was under a reporting form, and the 
last report submitted before the loss 
showed contents valued at $1,500,- 
000, to which figure the damage was 
limited by the court. 


W. C. Hagerty Dies 
Suddenly 


THE NATIONAL ASSOCIATION OF 
MUTUAL INSURANCE COMPANIES LOST 
one of its most prominent and re 
spected figures in the death at Mc- 
Minnville, Ore., on Jan. 25, of Wil- 
liam C. Hagerty. He had been ill 
only a short time. 

Mr. Hagerty had been connected 
with the Oregon Mutual Fire In- 
surance Company of McMinnville 
for 22 years, and had been Presi 
dent for ten years, an office to which 
he had been reelected on Jan. 19. 
Under his direction the company be- 
came one of the largest mutual farm 
companies in the United States. 

Born in Ohio in 1866, Mr. 
Hagerty came to Yamhill county, 
Ore., in 1897. He taught school for 
a time at Dayton and Carlton, served 
four years as a deputy sheriff, and 
later became editor of the Telephone 
Register at McMinnville. He was a 
director of the National Association 
of Mutual Insurance Companies, and 
served as Chairman of the City and 
Town Group at the last convention of 
the Association at Philadelphia in 
October. 
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Meeting of Wisconsin 
Association of Mutual 
Insurance Companies 


THE TWENTY-FOURTH BIENNIAL. 
CONVENTION OF THE WISCONSIN AS- 
sociation of Mutual Insurance Com- 
panies was held at the Park Hotel, 
Madison, Wisconsin, on February 
3rd and 4th. Under the manage- 
ment of President F. A. Frederick 
and Secretary FE. J. Rammer, one of 
the most ambitious programs of re- 
cent years occupied every available 
moment of the scheduled sessions, 
to which were added special com 
mittee conferences, and special 
breakfast and luncheon meetings. 

Among those on the program were 
President KF. A. Frederick; Hon- 
orable James R. Law, Mayor of 
Madison; Honorable H. J. Morten- 
son, Commissioner of Insurance, 
Wisconsin; Dr. V. N. Valgren, 
Principal Agricultural Economist of 


12—February, 1937 


the Farm Credit Administration; J. 
J. Fitzgerald, President of the Grain 
Dealers National Mutual Fire In- 
surance Company, Indianapolis, who 
was the principal speaker at the 
banquet; H. M. Knipfel, Secretary 
of the Farm Credit Administration, 
St. Paul; John Evans, Secretary of 
Iowa Mutual Reinsurance Company 
of Grinnell, Iowa; John Becker; 
H. M. Wilkie; A. S. Jackman; John 
Wise of the Industrial Commission ; 
and N. S. Kiefer of the American 
Mutual Alliance, Chicago. 

F. A. Frederick was_ re-elected 
president; M. A. Koehler was again 
named Vice President; and A. J. 
Kammer was re-elected to the post 
of Secretary-Treasurer of the Asso- 
ciation. 


Los Angeles Wins Fire 
Prevention Award 


T. Alfred Fleming, chairman of 
the National Fire Prevention Asso- 
ciation committee on “fire prevention 
and cleanup campaign” has an- 
nounced that the following list of 
municipalities has been awarded 
highest honors, all having scored 
90% or better. The committee ma- 
king the awards was composed of 
Fire Chief R. A. Bogan, F. W. 
Koeckert, and Dr. C. H. Watson. 
Los Angeles, Cal. San Francisco, 
Jersey City, N. J. Cal. 

Wichita, Kas. Hartford, Conn. 
Ft. Collins, Colo. Newark, N. J. 
\tlanta, Ga. Ridgewood, N. J. 
Parkersburg, Va. Savannah, Ga. 
Prescott, Ariz. Burlington, Ia. 
St. Louis, Mo. Newburgh, N. Y. 
Lafayette, La. Asheville, N. C. 
Philadelphia, Pa. 
Portland, Ore. 
Providence, R. I. 
Tacoma, Wash. 
Memphis, Tenn. 
Baton Rouge, La. 
Portland, Me. 


Cincinnati, O. 
Knoxville, Tenn. 
Abilene, Tex. 
Amarillo, Tex. 
Colfax, Wash. 
Weston, W. Va. 


Lloyds Modify Policies 
in Flood Area 


SINCE THE RECENT FLOOD DISAS- 
TER IN THE OHIO VALLEY ALL POLI- 
cies of London Lloyds covering loss 
due to collapse of buildings are being 
modified to exclude collapse caused 
by flood. 

Policies expiring on, or prior to, 
April 1 will be allowed to run to 
expiration and policies running be- 
yond that date are being endorsed 
as of March 1. 
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Since the collapse of a warehouse 
at the Hiram Walker distillery in 
Peoria, IIl., on July 22, 1935, this 
coverage has been written quite ex- 
tensively, with virtually all of the 
whisky companies carrying it. The 
current policies cover collapse from 
any cause save earthquake, to which 
flood damage is now being added as 
an exclusion. 


Changes in Personnel of 
lowa Hardware Mutual 


\T A RECENT MEETING OF THE 
BOARD OF DIRECTORS OF THE IOWA 
Hardware Mutual Insurance Com- 


pany of Mason City, Iowa, several 
new positions were created and 
promotions in the company ranks 
were made. R. D. Austin was _ re- 
elected Secretary and Manager of 
the Iowa Hardware Mutual Insur- 
ance Company and President and 
Secretary of the Iowa Hardware 
Mutual Casualty Association. Under 
the new set-up, W. H. Clarke, for- 
merly Field Representative and 
Field Supervisor, becomes Sales 
Manager; E. K. Scribner becomes 
Underwriting Manager, succeeding 
M. J. Ericson, who has been ap- 
pointed Loss Manager; L. N. Beck, 
formerly Chief Accountant, assumes 
the title of Auditor; Neal Arm- 
strong, a former Examiner of the 
Iowa Insurance Department, has 
been engaged as Statistician. P. G. 
Kruggel and E. C. Jones were ad- 
vanced from Assistant Examiners to 
Examiners, and I. J. Shannon was 
appointed from the ranks as Purchas- 
ing Agent. R. H. Ericson was put 
in charge of the agency business and 
was also made Examiner of the 
automobile division. ’ 


Michigan Mutuals Hold 
Annual Meeting 


WITH THE LIST OF SPEAKERS IN- 
CLUDING SUCH PROMINENT PERSON- 
alities as Governor Frank Murphy 


and Insurance Commissioner C. E. 
Gauss, the annual meeting of the 
State Association of Mutual Insur- 


ance Companies of Michigan, held 
in Lansing on February 17 and 18, 
was one of the most successful of 
the many fine meetings staged by 
this group. 

The Association, which has a 
membership of eighty-six companies, 
has long been recognized as one of 
the strongest and most energetic of 
the various state associations. It was 





incidentally, one of the pioneers in 
the field of electrical inspection in 
rural districts. 

The list of speakers other than 
the aforementioned included: Dr. 
V. N. Valgren, Principal Agricul- 
tural Economist of the Farm Credit 
Administration; Roy J. Chase, 
President, and Harry P. Cooper, 
Jr., Assistant Secretary of the Na- 
tional Association of Mutual Insur- 
ance Companies; W. R. Overmire, 
Manager of the Insurance Depart- 
ment of the St. Paul Federal Land 
Bank; Richard C. Steinmetz, Chief 
Investigator for the Mutual Fire 
Prevention Bureau; Murray D. Mc- 
Kenna, Deputy State Fire Marshal ; 
Horace B. Corell, Deputy Insurance 
Commissioner ; Charles V. Lane, As- 
sistant State Fire Marshal; Fred K. 
George, Chief Examiner of the In- 
surance Department, and such lead- 
ing lights of the Association as Milo 
A. White, President W. J. Myers, 
Secretary L. P. Dendel, William E. 
Robb and H. E. Wilson. 

The banquet, at which members 
of the legislature were guests of 
the Association, in addition to hear- 
ing Governor Murphy and Com- 
missioner Gauss, were also enter- 
tained by the well known A. A. 
Trimble of Cleveland, Ohio, who 
gave impersonations and told inti- 
mate stories of the late Will Rogers. 


Haymow Fires Peril 
Flooded Areas 


REPORTS OF HAYMOW FIRES IN THE 
OHIO VALLEY ARE COMING IN TO THE 
U. S. Department of Agriculture as 
flood waters recede. Dr. David J. 
Price of the Bureau of Chemistry 
and Soils warns that this is always 
a danger when stores of hay be- 
come wet, and reminds farmers of 
the barn fires that occurred from 
heating hay following the floods in 
northern Vermont in November, 
1927. 

Dr. Price has made special studies 
of fires caused by the spontaneous 
ignition of hay. Fires originating in 
this manner have taken heavy toll of 
farm buildings. Also, the loss in 
value of hay probably exceeds the 
loss from actual fires, since hay that 
does not break out into flame may 
be virtually destroyed from internal 
heat. 

At the first indication that hay is 
heating in barns in the flooded area, 
Dr. Price says that farmers should 
begin keeping close watch. The emis- 
sion of water vapor, pungent and 

(Continued on page 27) 
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Modern Systems of Managing Trucks Are Working Toward Elimination of Objections To This Type of Vehicle 


HIGHWAY SAFETY LESSONS FROM 


ANY drivers of passenger 
automobiles will be inclined 

to dispute the implications 

of the above title. It will suggest 
too many contrary pictures — their 
adventures with highway truck dri- 
vers who, at those times, decidedly 
were not teaching “safety lessons.” 
For example, I listened recently to 
the vigorous comment of a friend 
who had just returned from a long 
automobile trip, and to take all he 
said seriously it would seem that 
there is a continuous line of more 
or less insolent trucks extending clear 
across the continent. He didn’t like 
it because they got in his way on long 
hills. He thought they were a foot 
or two wider than they had any right 
to be. He said the driver seldom 
moved over but took a delight in hog- 
ging the center of the road. He was 
rather sure that the majority of 
trucks were supplied with inadequate 
brakes and were about to fall apart 
generally. It was a rather black pic- 
ture he painted and the only solution 
that he could suggest was that trucks 
be ruled off the highway completely. 
Doubtless a large section of the 
public has similar ideas and certainly 
there is abundant cause for complaint, 





TRUCK DRIVERS 


By RANDALL R. HOWARD 


but the situation is not to be cured 
by simply venting a choice set of 
peeves at the truck driver. Perhaps 
a part of the trouble was due to the 
poor equipment which he was 
given to drive. And a part of it was 
occasioned by stretches of narrow 
pavement with deep slopes, which 
are particularly hard for heavy trucks 
to negotiate. It may be that he had 
a hard-boiled fleet manager who had 
warned or threatened him that he 
must learn to get “more mileage” 
from his tires and from his wheels, 
“if you want to keep your job.” It is 
more than likely that the truck driver 
was doing the best he could under 
the circumstances and much better 
than the average driver of a passen- 
ger car could do if confronted with 
the same conditions. The driver of 
a truck that is proving a nuisance is, 
of course, the man on the road and, 
therefore, the handiest party for the 
long suffering motorist to baw] out. 
But, analyzing the matter a little bit, 
is the abused motorist barking up the 
wrong tree? 

He ought to be talking not at 


the truck drivers but at the state 
legislatures, and the state engineers 
who build our highways. And talking 
at the increased thousands of indus- 
trial shippers who are depending 
more and more upon night highway 
trucking for quicker and cheaper 
overnight delivery of their freight. 
Most of the harsh words should be 
reserved for concerns that, for the 
sake of saving a few dollars, send 
trucks out on to the road with poor 
brakes and dangerous tires; with too 
heavy loads or merchandise piled too 
high and wide. Where not prohibited 
by law and, indeed, even where there 
are statutes against long hours for 
truck drivers, these hard working 
men are frequently driven to the 
point of exhaustion, and the human 
frame is no different in a truck driver 
than with other mortals. Something is 
the matter with the conduct of trucks 
on the road but this should not all 
be charged to the driver. The atti- 
tude of the driver is, in the main, 
a reflection of the attitude of the fleet 
manager. As will be shown farther 
along it is possible for the executive 
to control conditions so that drivers 
will use extreme care. 

However, it is not the purpose of 
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this article to work up a defense for 
truck drivers. But it has been my 
personal experience, as an observer 
and writer for some years in safety 
and motor trucking fields, that many 
persons do seem to have prejudices 
against the safety habits of truck 
drivers, as compared to the safety 
habits of passenger car drivers. 


HAT are the facts? What is 

the comparative experience of 
truck drivers? And what are the 
managers of commercial trucking 
fleets doing to remove or control the 
accident hazards of their drivers? 

It is unfortunate that we have very 
little statistical information about the 
accident experience of trucks per 
100,000 miles of travel. Because of 
the assumed much greater annual 
mileage of the average truck, it does 
not mean anything when we say that, 
for the year 1935, about 13 percent 
of the 26,000,000 registered motor 
vehicles in the United States were 
trucks; and that these 13 percent 
of trucks are charged with being in- 
volved in about 19/2 percent of the 
fatal accidents for that year. 

It means much more when we can 
contrast the comparative increase in 
passenger car accidents, versus truck 
accidents, over a period of years. The 
National Safety Council reports that 
for the nine years from 1927 to 1935 
inclusive, the number of passenger 
cars involved in fatal accidents in- 
creased by 58 percent, but the num- 
ber of trucks (not including buses 
and taxicabs) so involved, increased 
only 15 percent. 

This record sounds. still better 
when we can add that, during this 
period, buses involved in fatal acci- 
dents decreased by 20 percent; and 
taxis so involved decreased by 49 
percent. These totals are still more 
impressive when we also can say 
that the registration of motor trucks 
for this same period (this time in- 
cluding buses and taxicabs) increased 
by nearly 22 percent, while the in- 
crease in passenger cars was only 
11 percent. 

This better safety record for 
trucks is quite contrary to the general 
impression. For example, a popular 
radio broadcaster recently spoke 
about the ‘murderous truck” in de- 
scribing a highway accident. The 
American Trucking Association, 
which is the leading national organ- 
ization for the motor trucking in- 
dustry, immediately branded this as 
“a slurring statement” and _ stated 
that in Rhode Island, where the de- 
scribed accident had occurred, truck 
accidents during that year had de- 
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creased by 60 percent, while there 
had been a slight increase in pas- 
senger car accidents. 


HERE is no accurate informa- 

tion about the accident experi- 
ence of the tens of thousands of 
smaller trucking fleets in the United 
States with only a few trucks each. 
It is generally known that some of 
such trucks are “rattle-trap” gypsy 
contraptions that are handled reck- 
lessly and should be kept off the 
highways, but the percentage of such 
trucks is assumed to be quite small. 
Practically all of our available na- 
tional data on trucking accident ex- 
perience are from the larger com- 
mercial vehicle fleets. As one ex- 
ample of what commercial fleets have 
done in accident control, take the six 
consecutive annual fleet safety con- 
tests conducted by the Chicago 
Safety Council. 

The 74 Chicago fleets, with a total 
of 5,936 vehicles, which were in the 
first contest ending June 30, 1930, 
reported one “accident” for every 
8,736 vehicle-miles; an “accident” 
being interpreted as any “contact” of 
a truck, regardless of who was at 
fault and even though there might be 
no property damage or personal in- 
jury. During the six years the av- 
erage total of miles between accidents 
multiplied nearly four times. For the 
sixth contest year, 177 Chicago fleets 
with 10,409 vehicles reported acci- 
dents only every 23,626 vehicle- 
miles. 

Many fleet managers are driven 
into a safety program only when 
their accidents have increased to the 
point where it is becoming difficult or 
impossible for them to get adequate 
insurance protection. During the 
past five years, accident hazards and 
costs have increased sharply—due to 
increased traffic congestion, increased 
speed of travel, increased cost of 
equipment and cargoes, increase of 
transportation competition, all of 
which have put an added premium on 
promptness in motor truck delivery, 
in competition with railroad freight 
service. 

The fleet manager knows that he 
must, for business efficiency reasons, 
reduce his truck accident 
Every accident is an operating fail- 
ure, and to be a successful fleet man- 
ager he must reduce such failures. 
Three elements may be involved in 
a highway truck accident. It may 
be due to a mechanical failure in the 
truck or its accessories. The driver 
may be careless, poorly trained, or 
incompetent. There may be abnormal 
highway obstacles or weather haz- 


losses. 


ards. The weather must be accepted 
as is; and usually nothing can be 
done immediately about the highway. 

One interesting exception was the 
fleet manager for a_ well-known 
chain of Chicago drug-stores. He 
had begun to “keep books” with each 
of his trucks. He discovered that 
certain trucks were breaking an ab- 
normal number of springs; but the 
drivers insisted that they were driv- 
ing “carefully.” The fleet manager 
checked by driving over the pre- 
scribed route himself. He discovered 
bad surface breaks in the pavement ; 
and he filed demands with the City 
which resulted in the prompt repair 
of the street. 


“e 


NOTHER large Chicago fleet 

operator became alarmed at the 
increasing total cost of minor acci- 
dents. He had a garage inspection 
program, and his check-up indicated 
that most of the accidents were due 
to careless driving habits; so he 
announced a new plan of charging 
the cost of all accidents found to be 
“due to driver fault” to the individ- 
ual drivers. But such responsibility 
was hard to prove; the driver nearly 
always had an alibi about “‘some- 
thing wrong” with his truck. The 
fleet operator determined to put a 
stop to this. He set up a stiff “Pre- 
ventive Maintenance System,” called 
“P-M-S” for short. Every truck was 
put through 44 check points every 
1250 miles; and every day the dri- 
ver was required to hand in a signed 
“trouble card.” After that no driver 
“alibi,” based on a charge, “mechan- 
ical failure” of the truck, was ac- 
cepted. 

The fleet manager then decided 
that if it was right for him to ‘“P- 
M-S” his mechanical equipment, why 
not also his human equipment? All 
drivers, when hired, had had a 
sketchy health examination; but for 
most of them this had been five to 
fifteen years ago. He made a thor- 
ough job of it and found surprising 
things—eye weaknesses and near 
blindnesses, goiters, venereal disease, 
hernia. To make his human improve- 
ment program lasting, he arranged 
that the “P-M-S” for his drivers 
should be repeated every six months. 

Again the fleet manager was dis- 
appointed. He now could guarantee 
his equipment as mechanically fit; 
and he was regularly checking the 
health of his drivers. But his 400 
drivers, operating mostly in the city 
limits, were still having too many 
accidents. He decided that it was 
“bad driving habits.” He did three 
things. He got a good quick-lens 
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camera and ordered that all accidents 
be reported to him promptly. Then 
he would rush to the scene and get 
photos. He supplemented these ac- 
cident photos with others showing 
definite bad driving habits, taken dur- 
ing his general scouting about the 
city or while trailing a particular 
driver. Following every accident, or 
the taking of a “bad driving” photo, 
the driver was called to the office 
“to explain.” ... Results were sur- 
prising. In 1934, the company was 
having one accident every 5,960 
miles; but by the first half of 1936 
the distance between accidents had 
been increased to 14,000 miles. 


ITHIN the past few years there 

have been remarkable develop- 
ments in garage equipment for 
making precision tests to locate 
mechanical “troubles” in trucks. 
This includes new scientific test 
methods for checking faults in light- 
ing equipment, steering gear, 
brakes, and engines. This new test- 
ing equipment ig available either in 
small units, or in a complete ‘safety 
lane” and “engine tuning’ set-up. 
Now, much of the former ‘guess 
work” is taken out of garage opera- 
tions for adjusting and overhauling 
of trucks. This gives the fleet man- 
ager a new basis for the mechanical 
maintenance of his trucks, and such 
a guarantee is the essential first step 
in demanding no-accident results 
from his truck drivers. 

New methods also have developed 
for the selection of truck drivers. 
Most of the modern fleet managers 
will never hire a new driver, as such. 
Regardless of his previous driving 
experience, the man is first hired as 
“a helper.”” Some fleet managers pre- 
fer that he has never driven a truck, 
though it is O. K. and usually ex- 
pected that he already knows how 
and has a good safety record in driv- 
ing an automobile. Not trained in 
truck driving, he has nothing “to 
unlearn” in adapting himself to “the 
company method.” His further train- 
ing may be quite concentrated and 
precise, with written examinations 
and road tests, as is common with 
bus and taxi drivers. But the train- 
ing of the average truck driver is 
more likely to be on the gradual 
pick-up and absorption plan, first as 
a helper. 

Several fleet managers have sug- 
gested to me that they prefer, as a 
prospective new driver, the ‘farm 
type” of rugged young fellow, who 
perhaps knows about running a trac- 
tor and an automobile and “who isn’t 
afraid of work.” They think that 
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the average “counter hopper” or 
“soda jerker” usually doesn’t have 
the mechanical adaptibility or the 
strength needed for good truck driv- 
ing. None of the managers want 
drivers who are “too young.” They 
usually prefer “married men,’ as 
more settled in their habits, and this 
may include a man of 35 to 45 years 
or more. In general, they have most 
trouble with the “cocky” type of 
driver. 
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Is There Something Wrong Here? 


Two appliances are coming into 
rather general use on trucks to help 
in the control of the kind of driver 
who likes, when on a long highway 
trip, to stop for a good time for an 
hour or two at a favorite road house, 
then “burn the road” for three or 
four hours to get back on schedule. 
These two appliances are the mechan- 
ical speed governor, usually set for 35 
miles for trucks; and a sealed dial 
recorder to mechanically indicate the 
periods of time, during each 24 
hours, when the truck engine is 
stopped, or idling, or in motion on 
the road. 

One fleet manager told me how his 
time recorders had helped him to 
“educate” his truck drivers. He had 
put them on without explanation: 
and found that the continuous runs 
of his trucks, all with two drivers 
and comfortable sleeper cabs “as 
good as a Pullman,” were averaging 
only about two hours. 
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“T called in the boys, one at a 
time,” he explained, “And I got them 
to see that it was for the best interest 
of the Company, and the truck en- 
gines, and also for the good of their 
own jobs—to have more steady run- 
ning. Now our runs average four 
to five hours.” 


HECKING up on truck drivers 
while on the road is becoming 
common. When they have regular 
runs, as with buses or motor freight 
carriers, they may be required to 
“punch the clock” at several way 
points; and either the driver or a 
station mechanic then will give the 
truck a mechanical “once over.” 
Some of the large insurance com- 
panies have a special ‘road testing 
service” for the trucks of their clients 
—a “safety car” which may happen 
along at any time, for a road inspec- 
tion which is reported back in detail 
to the fleet manager. One of the 
large national motor freight opera- 
tors has continuously on the road 
several inspectors with real ‘deputy 
sheriff” stars, who work closely with 
the local city and state highway traf- 
fic officials and who must “‘arrest”’ on 
the spot any driver caught violating 
any local traffic ordinance or com- 
pany driving rule. Another very suc- 
cessful fleet operator, who started in 
business by driving one of his own 
first trucks and who now puts re- 
sponsibility for the maintenance of 
their trucks on each of his 30 high- 
way drivers, has the habit of driving 
out at unexpected times in his own 
car, to meet or overtake his drivers. 
“Come and drive my car for 10 or 
15 miles,” he will invite one of them, 
“and I'll see how your truck is run- 
ning.” 

Numerous fleet managers charge 
against the wages of their truck 
drivers the cost of all accidents 
which are determined to be “their 
fault”; and these drivers also must 
pay all city or state traffic violation 
fines assessed against them. With 
many companies, either two or three 
“at fault” truck accidents brings the 
automatic dismissal of the driver, 
and the same result from a single 
serious or costly accident. 


HIESE various facts suggest 
good reasons why the average 
driver of a truck whom we meet on 
the highway, at least ought to be a 
fairly reliable and safe driver. He 
certainly is more carefully selected 
and more highly trained than the 
average driver of a passenger auto- 
(Continued from Page 26) 
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New York Auto Rate Filings Upheld 


REFUSAL BY STATE SUPERINTEND- 
ENT OF INSURANCE LOUIS H. PINK 
to deviate from the principles which 
he considers fundamental in automo- 
bile insurance underwriting has _ re- 
sulted in the halting of the fight 
which Mayor Fiorello H. LaGuardia 
has been making for a drastic cut in 
bodily injury and property damage 
rates in New York City. 

Superintendent Pink has an- 
nounced that the $90 rate for bodily 
injury, and the $1 cut in property 
damage rates, which were announced 
Jan. 1 under a tentative agreement 
with the Mutual Casualty Insurance 
Rating bureau and the National Bu- 
reau of Casualty and Surety Under- 
writers, have been found “equitable 
and just’ and will be retained. 


Mayor LaGuardia contended that 
New York has the second best record 
among the ten largest American 
cities in percentage of automobile 
fatalities to population, but that its 
rates are the highest. He suggested 
a uniform rate for the entire state. 


Superintendent Pink pointed out 
that percentage of auto fatalities to 
population has no bearing on insur- 
ance rates, although percentage of 
fatalities to registered automobiles 
would furnish some basis for discus- 
sion. The only proper method of 
fixing rates is based upon percentage 
of accident claims filed against in- 
surance companies in an area, and 
the average size of claims paid. Dur- 
ing 1935 there were 167 claims per 
thousand automobiles in New York, 
with the average cost of settlement 
$52.65. 


The complete text of Superintend- 
ent Pink’s decision in the matter is 
printed below. 


HE National Bureau of Casualty and 

Surety Underwriters and the Mutual 
Casualty Insurance Rating Bureau jointly 
filed new rates for automobile bodily in- 
jury and personal damage insurance in 
the State of New York effective Decem- 
ber 24, 1936. These filings followed a 
series of conferences between representa- 
tives of the Insurance Department and 
the rating organizations. When the tenta- 
tive rates for 1937 were originally filed 
a slight aggregate increase was proposed 
by the rating organizations. 


The safety campaign against automo- 
bile accidents carried on by the city au- 
thorities, the Police Department, civic 
organizations and the insurance companies 
themselves, and the efficient campaign 
against ambulance chasers made by the 
Mayor and District Attorney Dodge have 


also begun to show results. There is a 
noticeable decline in the number of claims 
made and actions brought. While this is 
not yet fully reflected in the experience, 
nevertheless, it is common knowledge and 
we decided to give weight to it and 
strongly urged the rating organizations 
to reduce the proposed rates on public 
liability in the New York City area. The 
suggestion was accepted by the rating or- 
ganization and the rate of $90. for public 
liability was filed which represents a de- 
crease of $5.00 over the previous year. 
This, together with a reduction of $1.00 
in the rate for property damage, means 
a saving of about a half million dollars 
in the Metropolitan area alone. 


The number of rating areas in the State 
has been increased from 27 to 38 in order 
to make the rates in the various localities 
more responsive to the conditions which 
exist in each section and to more ac- 
curately assess the cost of insurance on 
each locality. While it was necessary to 
increase the rates in some of the rating 
areas the general tendency has been down- 
ward. The reduction in the rate for 
property damage has been state wide and 
the total saving throughout the state will 
amount to $1,300,000. a year. 


In view of the fact that Mayor La- 
Guardia, Borough President Lyons, Com- 
munity Councils, and the American Auto- 
mobile Association had expressed an 
interest in these rates, the Superintendent 
decided that in addition to the customary 
study which the Department makes of 
the rates before accepting and filing, a 
public hearing should be held to which 
everyone interested would be invited be- 
fore the tentative rates were finally ap- 
proved. The hearing was held and it is 
now the duty of the Superintendent to 
confirm the tentative rates which have 
been accepted for filing or make some 
other determination upon the evidence 
before him. Mayor LaGuardia appeared 
on behalf of the City and urged a fur- 
ther reduction in the insurance rates. None 
of those who appeared at the hearing 
controverted the statistics and the exper- 
ience supplied by the rating organization, 
nor did anyone seriously question the 
method of procedure which is used in 
computing and fixing rates. Mayor La- 
Guardia did suggest that it might be 
possible to pool the experience of the 
entire State and get a lower general rate 
based upon conditions throughout the 
State. This is an interesting possibility 
but would completely change the theory 
of rate making which has been adopted in 
this State and has on the whole worked 
satisfactorily. Our present policy is to 
have as many rating areas as is reason- 
ably possible so that the rates in each 
area may be based upon the cost of insur- 
ance in that particular area. The accepted 
theory is to assess so far as possible the 
cost of insurance in each locality upon 
that locality. The result is that in the 
country districts where claims are compar- 
atively few in proportion to the number 
of automobiles the rates are low, whereas, 
in the congested part of New York where 
there are many more claims in proportion 
to the number of cars, the rate is high. 
It would be much simpler to base rating 


on state wide experience but.I doubt very 
much if it would be fair and there would 
be very great opposition in all parts of 
the state excepting New York City. 


It would not be equitable to pool the 
experience of New York City with the 
remainder of the state because this 
would have the effect of decreasing the 
rates charged in New York at the ex- 
pense Of upstate citizens. At the present 
time the territorial rates in New York 
State vary between $25. and $90. for 
private passenger car bodily injury cov- 
erage. The average cost of claims per 
car varies between $13.74 in the central 
counties and $52.65 in New York City. 
Under a pooling plan the upstate rates 
would be considerably higher because in 
the aggregate the insurance companies 
would have to receive the same dollars 
volume of premiums as they do under 
the present system. Aside from this the 
Mayor’s arguments were directed largely 
to the citation of statistics as to the 
number of deaths and accidents in New 
York City compared with those in other 
cities and the efforts which the admin- 
istration is making to minimize ambulance 
chasing and so reduce the cost of insur- 
ance. The Superintendent is in sympathy 
with the Mayor and is anxious to effect 
any reduction in rates that can be justified 
and is based upon experience and the cost 
of insurance. Wherever there is doubt 
the Superintendent has given the benefit 
to the public but he cannot further reduce 
rates unless the facts and experience 
reasonably justify it. The Superintendent 
has given very serious consideration to 
all of the arguments made by Mayor La- 
Guardia, which are summarized in the 
following extract from the Mayor’s re- 
marks at the hearing:- 


“In New York City, the rate is 
$95.00 ; Milwaukee, $30.00; Philadelphia, 


$50.00; Boston, $59.00; Baltimore, 
$39.00; Detroit, $23.00; St. Louis, 
$32.00; San Francisco, $47.00. They 


must have good brakes there; I can’t 
see how you could have a $47.00 rate 
for San Francisco. Pittsburgh, the 
rate is $44.00; Buffalo, $48.00; Cleve- 
land, $38.00; Chicago, $38.00; and Los 
Angeles, $34.00. Now, with the ex- 
ception of Los Angeles, I have been in 
every one of these cities and I am will- 
ing to compare or match our traffic 
conditions with any of these cities, in- 
cluding Milwaukee. Of course, Milwau- 
kee is—has the advantage of much 
wider streets and perhaps less conges- 
tion, but take Philadelphia, take Boston, 
Detroit, I don’t see how Detroit rates 
that at all, if our $95.00 rate is correct. 
Now, we urge this—and I know you 
will say ‘That is just the death rate, 
what about injuries’, but I will come to 
them in a minute. In 1936 our death 
rate due to automobile accidents per 
100,000 population was 9.3—that was 
not losses in the cities I have mentioned 
~Milwaukee had 10.8. We are running 
neck and neck with Milwaukee in more 
things than one. Milwaukee is a very 
well governed city. It has perhaps one 
of the best municipal governments of 
the country and we are running neck 
and neck with Milwaukee in a good 
many things. Philadelphia had 11.2; 
Boston 11.9; Baltimore 12.0; Detroit 
16.9;—yet it has a $23. rate ;—St. Louis, 
17.1; San Francisco, 17.2; Pittsburgh, 
18.4; Buffalo, 19.3; Cleveland, 20.1 
Chicago, 21.7 and Los Angeles, 34.4. 
So far as I have been able to ascertain, 
and then I can’t speak with any great 
degree of accuracy—other accidents for 
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‘which there would be liability under 
insurance, bear a smaller ratio. Speak- 
ing for New York—and these figures 
I obtained from the Police Department 

for the period 1933 to 1936—1933 we 
had 39,449 accidents. Now, of these 
there were 1,001 killed and injured, 

46,614. Now, to show the improvement, 

in 1936, up to December 27th—and 

Harry Fowler is just holding his thumbs 

awaiting for New Year’s to be over; 

he doesn’t want anything to dampen the 
morale, to bring our rate down—1936 

the accidents, compared with 39,449 

were reduced to 27,576; deaths from 

1,001 in 1933, to 863 in 1936, up to 
December 27th, and the injured from 
46,614, reduced to 32,546. On our per- 
centage basis, assuming the percentage 
is worked out accurately, the accidents 
were reduced 30% in this period; kill- 
ings 21.6 and the injured were reduced 
30.2. Now, that is a very creditable 
showing, Mr. Commissioner, for a city 
of the size of New York.” 

While it is true that on the basis of 
population the number of deaths in New 
York City would seem offhand to justify a 
lower ‘rate in comparison to that of other 
cities, rates are primarily based upon the 
actual cost of insurance in each territory. 
The two elements which are most impor- 
tant are the number of claims for a given 
number of cars and the average cost of 
settling claims. The relation of accidents 
to population has no direct bearing on the 
number of claims, the cost of settling 
claims, or the cost of insurance per car 
in any given area. 

Let us assume two cities with equal 
population having the same number of 
accidents and deaths resulting from auto- 
mobiles and substantially the same total 
cost. Let us assume there are 100,000 
automobiles in the first ‘city and 200,000 
in the second. According to the Mayor’s 
reasoning, based upon the relation of 
deaths and accidents to population, the 
automobile rates in each city should he 
equal. Yet it is obvious that in the city 
having 100,000 vehicles the cost of insur- 
ance per car is exactly double that in the 
city having 200,000. 

The cost of insurance is necessarily 
based upon the number of claims and the 
cost of settling claims for a given number 
of cars in any territory and not upon 
the number of accidents and deaths as 
compared with population. 

In metropolitan cities such as New 
York having a large tenement population 
there are naturally fewer cars in pro- 
portion to population than in the smaller 
cities and in the country districts. The 
Mayor has used last year’s rate of $95.00 
and has contrasted it with the rates of 
other cities. As a matter of fact, this is 
not entirely accurate, for this rate, now 
reduced to $90, applies only to the con- 
gested area of Manhattan, Brooklyn and 
the Bronx, and the suburban areas in the 
city have lower rates. The average rate 
for the entire City of New York for the 
coming year will not be $90.00, but $73.32. 
If we consider the automobile death rate 
per 100,000 population alone for the year 
1936, we find that New York does stand 
second among the large cities of the 
country. 

Statistics published by the, United States 
Department of Commerce on automobile 
fatalities per 100,000 population in lead- 
ing cities are as follows: 

Automobile Fatality Rate 


per 100,000 Population — 
52 Weeks ending, | end 


City ber 19, 
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IR 25 Sale ecces repens 13.2 
San Francisco .... 2.00000. 13.0 
P hiladelphia Retna teta oxen ntaeenei sehen 13.6 
BS WER ove) avisa.cigae WAS 15.0 

ES EEO REI eee ee 16.9 
SS a rr are 17.1 
NN oo io arc cracela wera ican 17.6 
yO eae eany aren ree 18.8 
RN oe Nr we akics eum 19.4 
oO Se eee 
G8, FRIED gv o.0s hace wteneeeee 30.7 


This is an excellent showing and yet 
when you consider the proportion of 
automobiles to population in each city, 
New York does not rate the top of the 
list. If you measure deaths from auto- 
mobiles in proportion to the number of 
registered cars, instead of standing near 
the top, New York is third from the bot- 
tom. The only cities having worse records 
are Boston and Chicago. 


Automobile Fatality Rate 
per 100,000 Automobiles 
52 weeks ending De- 


City cember 19, 1936 
PED nace oe ee eae 48 
Sam BPanciseo 2... 5.0660c605 60 
Ee eee ae oa 73 
LS Se ne re 
IR eee ote ts etectlureco 75 
OO eee 84 
PRISDUTEN 6... cceccocees ao Mae 
PCTS 555s 6 o's 3. vieaicince % dere 90 
ee ae a 
PRHAGRIDOIA oko .e6e si seeenses 107 
Te > FOS 855 Ss ios So loco mete 124 
NIE Reo olga i'g won eae 134 
ON ho laccnsfety. cavevaserenstn'e .149 


Likewise if the number of dele as the 
result of death, injury, and loss of service 
is contrasted with the number of insured 
cars in each city we find that in 1935, the 
last year for which statistics are avail- 
able, New York was not at the top but 
vain third from the bottom. The number 
of claims per 1,000 insured cars in New 
York was exceeded only in the cities of 
Philadelphia and Boston. 

Claims per 1 000 ars 


City insured — 193 
San Francisco ............:- 32 
AOE EE gen ee 33 
ee OOS ee 34 
SR ere Set Pe ae 59 
Ly re .< 
OO 6c weconcscmsseaes 72 
rn eee 72 
DINE ic ioc cen eieeece 76 
NOD: =. c/n vole eae eeee eee 81 
IN fo isso bs. 3) eRe 99 
PE TIMER So a hs crcin otondin, ord ote 167 
Bo 172 
RMN Segicdi Sy 2-ascess preston 184 


Experienced representatives of the De- 
partment have carefully checked the 
statistics submitted by the rating organ- 
izations and based upon these figures the 
tentative rates adopted are equitable and 
just. Much as the Superintendent would 
like to further reduce rates, he is not 
justified in doing so at this time on the 
basis of the facts and experience sub- 
mitted. New York City has received the 
benefit of several successive reductions 
in automobile insurance rates and if it 
continues the improvement rates will con- 
tinue downward in the future. 

The Mayor suggested the establishing 
of an accident patrol for the obtaining of 
first hand details of accidents. This is 
recommended to the Rating organizations 
and the companies for study and consider- 
ation. The Mayor also urged that the com- 
panies cooperate with the City in the 
campaign against ambulance chasing and 
fake claims by paying just claims without 
setting up highly technical defenses and 
by fighting fraudulent claims, even when 
it would be cheaper to settle them for a 
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small amount. The Superintendent is 
most heartily in accord with the Mayor 
in this respect. Part of the ambulance 
chasing and part of the disgraceful fake 
claims record is undoubtedly due to the 
fact that many companies make it a 
practice of settling the unfounded claim 
for a small amount just to get rid of it. 
In the long run the companies, as_ well 
as the public will benefit greatly if they 
will resist to the utmost every claim that 
is fraudulent and pay only those claims 
which are just and proper. The Super- 
intendent also urges that claims which 
are just and fair be paid promptly with 
a minimum of red tape and without set- 
ting up needless technical defenses. 

The Superintendent has reviewed the 
situation with regard to Ithaca and Elmira 
and the Saratoga District, but regrets he 
is unable at this time to reduce the rates 
in these territories in view of the experi- 
ence and the facts which have been de- 
veloped. The problems of these territories 
are receiving further study. 

One unfortunate feature in rate making 
is the fact that it takes so long to assemble 
the figures and have them presented to 
the Department for approval. It has been 
customary to present the tentative figures 
for filing to the Department late in the 
year. Before the statistics can be re- 
viewed and proper action taken by the 
Department several weeks el: Apse. Every 
effort should be made by the rating organ- 
ization to expedite the work and present 
the statistics promptly. The rating or- 
ganizations are requested to present the 
statistics for 1936 to the Department prior 
to September first 1937. If this is done 
the Department should be able to com- 
plete its study and pass on the revised 
rates by the end of September. 

If the trend of accidents and claims 
continues downward and New York City 
and other areas in the State which have 
complained about increases are entitled 
to a further reduction on the basis of the 
experience shown in 1936, relief can be 
given more promptly if the suggestion of 
the Superintendent is followed. 

LOUIS H. PINK 


Superintendent of Insurance 








Medical Benefits Deci- 
sion in Massachusetts 


AN INSURER WHICH HAS PAID 
MEDICAL BENEFITS TO A WORKMAN 
injured under the workmen’s com- 
pensation act is entitled to recover 
these from any settlement it makes 
with the third party responsible for 
the injury, according to the holding 
of the Massachusaetts Supreme 
Court in the Fred W. Bruso case. 
Medical benefits were held a part of 
the compensation to which the em- 
ploye is entitled. 

After Bruso’s injury the insurer 
expended $1,700 in compensation 
and $1,264.33 for medical attention, 
later settling the claim with his em- 
ployer for $4,500. The Industrial 
Accident Board held that the insurer 
was entitled to recover the medical 
benefits from this settlement, but the 
superior court of Worcester county, 
now overruled, held that these were 
not part of the settlement. 
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HARLES E. HODGES, SR., 

Chairman of the Board of Di- 
rectors of the American Mutual 
Liability Insurance Company, and 
President of its associated com- 
panies, the Allied American Mu- 
tual Fire Insurance Company and 
the American Policyholders Insur- 
ance Company, died at the Brooks 
Hospital, Brookline, Massachusetts, 
on January 22 following an illness 


Mr. Hodges was born in Dorches- 
ter, Massachusetts on May 22, 1859. 
With the exception of two years 
spent in the Orient where he was en- 
gaged in the tea business, his entire 
life has been devoted to insurance. 


With the inception of the Amer- 
ican Mutual Liability Insurance 
Company in 1887, Mr. Hodges en- 
tered its employ. The American 
Mutual, incidentally, was the first 
American company organized to 
write liability insurance and the 
first mutual liability insurance 
company in the world. He served 
the company continuously from 
1887 up to the time of his death, 
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filling practically every executive 
and official position. His term of 
service, one of the longest for any 
insurance executive in the coun- 
try, follows: 

1887—Entered employ of Amer- 
ican Mutual. 

1889—A ppointed clerk and book- 
keeper. 

1891—Appointed 
Manager. 

1904—E lected Director. 

1910—Elected Treasurer. 

1915—Elected Manager, Treas- 
urer and Vice President. 

1917—Elected President. 

1935—Resigned as President and 
elected Chairman of the Board. 

On July 1, 1914, the date the 
workmen’s compensation law be- 
came effective in New York State, 
he organized the American Mutual 
Compensation Insurance Company 
to underwrite compensation risks in 
the state. He was made President 
of the New York company but con- 
tinued to fulfill his duties as Treas- 


Assistant 





urer of the American Mutual Lia- 
bility Insurance Company until the 
two were merged in 1917. At that 
time he was elected President of 
the combined organization. 

He likewise organized the Allied 
American Mutual Fire Insurance 
Company, an associate of the 
American Mutual, which, as the 
Allied American Mutual Automo- 
bile Insurance Company, wrote au- 
tomobile fire and theft insurance 
beginning in October 1920. Under 
his leadership this company 
branched out into the writing of 
general fire insurance and on June 
24, 1933, its name was changed to 
that under which it now operates. 
He was President of this company, 
as well as of the American Policy- 
holders Insurance Company, the 
third member of the triad of the 
associated American companies, 
which he organized in April 1929. 

Mr. Hodges’ ability as a leader 
and organizer was not only con- 
fined to the companies of which he 
was chief executive for this par- 
ticular trait won him wide recogni- 
tion throughout his own state and 
the nation. He was a past presi- 
dent of the National Association of 
Mutual Casualty Companies, by 
whom he was designated the 
“Dean of Mutual Insurance in 
America.” At the time of his death 
he was a vice president of the In- 
surance Federation of Massa- 
chusetts and served on both its execu- 
tive and legislative committees. He 
also held one of the highest honors 
in the insurance field — that of 
Fellow of the Casualty Actuarial 
Society. His social and civic in- 
terests were attested by member- 
ship in the Brookline and Beverly, 
Massachusetts Chambers of Com- 
merce, the Essex Institute, the 
Boston City Club Corporation, the 
Massachusetts Auto Club, and the 
Tennis and Racquet Club. Mr. 
Hodges was well known among 
yachtsmen in the Boston sector for 
his love of water, which was in- 
spired by his early days in the 
vicinity of Dorchester Bay. 

On September 10, 1885 he mar- 
ried Mary Elizabeth O’Neil and to 
this union came three children, 
Charles E. Hodges, Jr., who suc- 
ceeded his father as President of 
the American Mutual Liability In- 
surance Company in 1935, and who 
is Vice President of both the Allied 
American Mutual Fire Insurance 
Company and the American Pol- 
icyholders Insurance Company; 
George Atkinson Hodges of Bev- 
erly Farms; and a daughter, Mrs. 
Mary H. Shattuck of Chestnut Hill. 
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New York Decision on Pro Rata 


Cancellation Plan 
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provisions thereof on notification from 


Rollin M. Clark, First Deputy 
of the New York Insurance De- 
partment, and approved by Super- 
intendent Pink, it was held that the 
pro rata cancellation feature of the 
First Bancredit Corporation Plan, 
conflicts with the cancellation pro- 
vision of the standard fire insur- 
ance policy and that the making of 
such an agreement violates Section 
121 of the New York Insurance 
Law. The Department did, how- 
ever, indicate that a solution to the 
problem might be found and these 
suggestions together with several 
other objections to the plan will be 
found in the complete text of the 
decision which is printed below. 

ee @ ® 


COMPLAINT was made to the New 

York State Insurance Department by 
the Secretary-Treasurer of the New York 
State Association of Local Agents, Inc. 
that the so-called “simplified” plan of in- 
surance premium financing sponsored by 
the First Bancredit Corporation of St. 
Paul, Minnesota, hereinafter called the 
finance company, is in violation of the 
standard fire insurance policy provisions 
with respect to cancellation and is dis- 
criminatory against assureds who pay full 
premiums in cash direct to insurance com- 
panies or their agents. 

3efore the Insurance Department had 
received this complaint the president of 
the finance company had conferred with 
the Superintendent of Insurance for the 
purpose of explaining the plan and ob- 
taining the Superintendent’s approval of 
it. At this conference the subject was 
discussed in a general way but no formal 
action was taken by the Superintendent. 
He did state, however, that in the event 
any complaint was received a public hear- 
ing would probably be held. This sug- 
gestion was acceptable to the finance com- 
pany. For that reason the hearing was 
held on the complaint of the New York 
State Association of Local Agents, Inc., 
even though the Department has no juris- 
diction over the finance company. The 
finance company, at inconvenience to itself, 
has voluntarily submitted its case to the 
Insurance Department and in doing this 
it has shown an enlightened attitude of 
responsibility to the insurance companies, 
agents and insuring public. 


HE facts are not in dispute. The plan 

is aptly designated as “simplified.” The 
only agreements which are executed in 
connection therewith may be summarized 
as follows: 

1. The finance company enters into 
an agreement with the insurance com- 
pany whose policies are to be financed 
that in consideration of the finance com- 
pany financing the premiums on such 
policies for assureds acceptable to it in 
any part of the United States at a rate 
not to exceed 6% simple interest cost 
to the assured, the insurer will cancel 
such policies in accordance with the 


the finance company that the assured is 
ten days delinquent on any of his in- 
stallment payments and will pay a re- 
turn premium to the finance company 
based on a pro rata cancellation of the 
total original premium. On workmen’s 
compensation and reporting types of 
policies on which the full premium is 
not ascertained at the time the policy 
is written return premiums paid to the 
finance company are to be based upon 
pro rata cancellation of the original 
deposit premium financed regardless of 
the amount actually earned under the 
terms of the policy with a provision that 
if additional liability has been assumed 
by the insurance company in such cases 
the amount of the return premium shall 
not exceed the amount of the balance 
due to the finance company from the 
assured. More than two hundred fire 
insurance companies have executed this 
agreement. 

2. A similar agreement is entered 
into between the finance company and 
the insurance companies’ agents, the 
only important additional provisions 
being that in the event of cancellation 
because of a default in any of the pay- 
ments to be made by the assured the 
agent agrees to pay the finance company 
an amount sufficient to liquidate the 
balance owing the finance company by 
the assured at the time of such default 
and that the finance company is given 
the right of selection as to the insurance 
companies represented by the agent 
whose policies it will be willing to 
finance. 

3. An invoice contract between the 
finance company and the assured pro- 
vides that in consideration of the finance 
company advancing premiums in, behalf 
of the assured the latter assigns to the 
finance company as security for the 
indebtedness all sums which may _be- 
come due the assured by way of return 
premiums under the terms of the policy 
which shall be applied in reduction of or 
in full liquidation of the amounts due 
the finance company, the surplus, if any, 
being paid to the assured. The assured 
also assigns to the finance company out 
of the proceeds of any loss payable to 
the assured an amount sufficient to liqui- 
date the balance due to the finance 
company. 


HEN an assured wishes to finance a 

premium under this plan the insur- 
ance agent has the assured execute the 
invoice contract described above. The re- 
verse side of this agreement contains the 
name and address of the agent, the name 
and address of the assured and a full 
description of the policy being financed 
including the policy number, the name of 
the company, the date of the policy, the 
amount of insurance, description of cover- 
age, the expiration date and premium. 
The original of this invoice contract is 
sent to the finance company which then 
decides whether it wishes to accept the 
assured’s business. If it does accept it, 
the finance company notifies the insurance 
company and advises that it will pay the 
agent on receipt of the premium install- 
ment due from the assured on a specified 
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date. The insurance policies are sent to 
and retained by the assured. 

The assured may or may not make a 
down payment to the agent. Whether or 
not this is done, the first installment of 
any unpaid balance of the premium must 
be remitted to the finance company by the 
assured within twenty days after the in- 
ception date of the policy. If a one year 
policy is involved, payments are made on 


the basis of six to ten equal monthly in- 


stallments with interest on the diminish- 
ing balances at a rate not exceeding 6% 
per annum. If the policy runs for a three, 
four or five year term, installments may 
be paid monthly from a minimum of six 
months to a maximum of twenty-five, 
forty and forty-eight months respectively 
or, as an alternative, a method of annual 
payments may be employed. In no case 
will the finance company finance policies 
on which the premiums to be financed 
for any assured total less than fifty dol- 
lars under one contract. 

If the assured does not pay his first 
monthly installment to the finance com- 
pany within twenty days from the incep- 
tion date of the policy, the insurance 


company is notified and it effects cancella- 
tion. The finance company does not advance 


the premium for the assured in such cases 


and therefore is not entitled to any return 


premium. The finance company pays the 
premium to the insurance company or its 


agent only after it receives the assured’s 
second monthly installment. The deferment 


for one month of payment to the insurance 
company is not taken into account in the 
calculation of interest charged the assured. 

That is the plan in brief. It is a plan 
that should function smoothly and simply. 
It offers a financing service to the insuring 
public at a reasonable charge. These ad- 
vantages, however, are not sufficient to 
sustain the plan if it is objectionable in 
other aspects. 


HE first question which must be de- 
termined is whether or not the agree- 
ment of the insurance company to cancel 
upon a pro rata basis upon notification that 
the assured is in default ten days in the pay- 
ment of a monthly installment to the 
finance company violates the cancellation 
provisions of the standard fire insurance 
policy -form. The New York standard 
tire insurance policy form provides: 
“This policy shall be cancelled at any 
time at the request of the insured, in 
which case the Company, shall, upon 
demand and surrender of this policy, 
refund the excess of paid premium 
above the customary short rates for the 
expired time. This policy may be can- 
celled at any time by the Company by 
giving to the insured a five days’ written 
notice of cancellation with or without 
tender of the excess of paid premium 
above the pro rata premium for the 
expired time, which excess, if not ten- 
dered, shall be refunded on demand. 

Notice of cancellation shall state that 

said excess premium (if not tendered) 

will be refunded on demand.” 

The finance company gains no direct 
financial benefit from pro rata cancella- 
tion inasmuch as any return premium in 
excess of the amount necessary to liqui- 
date the assured’s account is returned to the 
assured. Pro rata cancellation, however, 
does have advantages to the finance com- 
pany. It should make its premium finance 
plan more attractive to the insuring pub- 
lic and thus increase its business. More 
important, however, is the fact that it 
obviates the necessity of obtaining a 
power of attorney and the policy from 
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the assured in order to be in position to 
cancel in behalf of the assured in the 
event of the latter’s default. 

The right of an insurance company to 
cancel a policy for underwriting reasons 
or even arbitrarily is granted under the 
standard fire insurance policy. However, 
when cancellation is effected by the com- 
pany it may be presumed that it is 
exercising its best —— in taking 
such action. This is far different from a 
contractual agreement made in advance 
with a third party to cancel the policy of 
every assured who defaults in certain ob- 
ligations to that third party arising out 
of such policy. 
agreement is valid, it follows 
that the insurance company could like- 
wise agree in advance directly with the 
assured that it would cancel in the event 
the assured did or refrained from doing 
a certain specified act. Thus it would be 
within the power of the assured at any 
time to take the step which would compel 
the insurance company to cancel and thus 
give him the benefit of pro rata cancella- 


If such an 


tion. In at least two instances the Insur- 
ance Department has heretofore ruled in- 
formally that such agreements directly 


between the insurance company and _ its 
assured are in violation of the policy pro- 
vision with respect to cancellation and 
insisted that such agreements be abrogated. 

Consequently, I am of the opinion that 
the agreement between the insurance com- 
pany and the finance company conflicts 
with the cancellation provision of the 
standard fire insurance policy and that the 
making of such an agreement in connec- 


tion with any fire insurance policy on 
property in this state constitutes a viola- 
tion of Section 121 of the Insurance Law. 


Even if no such violation exists the 
cancellation feature of the premium fi- 
nance plan is discriminatory against an 
assured who pays his full premium in 
cash and for that reason it conflicts with 
Sections 65 and 141 of the Insurance Law. 
Section 65 provides in part that no insur- 


ance corporation, association, partnership, 


Lloyds or individual underwriter or 
officer, agent, solicitor or representative 
thereof shall “directly or indirectly, in 


any manner whatsoever, pay or allow or 
offer to pay or allow to the insured named 
in such policy . as inducement to such 
insurance, or after the insurance shall 
have been effected .. . any valuable con- 
sideration or inducement whatever, not 
specified in the policy or contract of 
insurance ” Section 141, subsection 4, 
prohibits unfair discrimination between 
risks within this state if essentially the 
same hazards. The Superintendent, after 
a full hearing, is authorized to order such 
discrimination removed. 


HE assured who finances his premium 

and subsequently decides to discon- 
tinue his coverage can obtain the benefit 
of pro rata cancellation merely by with- 
holding for a period of at least ten days 
a monthly installment payable to the fi- 
nance company. No such opportunity to 
obtain the benefit of pro rata cancellation 
is afforded the assured who pays his full 
premium in cash. In addition, this feature 
of the plan discriminates even among 
those assureds who wish to finance their 
premiums with this finance company. The 
agent is not compelled to offer the plan to 
every assured who desires it nor is the 
finance company compelled to accept every 
ang eg whose contract is submitted to it 


by the agent. It may select not only the 
insurers but also the policyholders of a 
single insurer. Thus the benefits are lim- 
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ited to those assureds desiring to finance 
their premiums who are acceptable to the 
insurance company, the agent and the 
finance company. 


There is a further objection to that 
feature of the plan which provides for 
the return on a pro rata basis of the un- 
earned portion of deposit premiums. In 
many cases under workmen’s compensa- 
tion policies and reporting forms of cov- 
erage an additional premium will have 
been earned by the insurance company at 
the time it cancels. Nevertheless under its 
agreement with the finance company the 
insurance company must remit a return 
premium when, in fact, a smaller sum or 
no amount whatever may be due the as- 
sured. The insurance company’s only re- 
course in such a case is to proceed against 
the assured for the full amount of the 
earned premium less the earned portion 
of the original deposit premium on a 
pro rata basis. In such a case there is 
no return premium due the assured and 
the assignment held by the finance com 
pany is worthless. The return premium is 
paid to the finance company solely by 
virtue of the agreement between it and 
the insurance company. The effect is the 
same as if the insurance company agreed 
to pay a stipulated sum to the finance 
company as consideration for financing 
premiums of its assureds. Obviously an 
agreement of this type would be subject 
to severe criticism. 


HE fundamental difficulty with the 

plan lies in the pro rata cancellation 
feature. If cancellation could be effected 
on a short rate basis, there would be no 
such legal objections, as those above in- 
dicated, to this method of financing pre- 
miums. A solution can possibly be found 
by (1) eliminating the pro rata cancella- 
tion feature in the agreement between the 
insurance company and the finance com- 
pany and limiting the return premium to 
the finance company to the amount actual- 
ly returnable by the insurer to the as- 
sured and (2) adding a provision in the 
invoice contract executed by the assured 
that a default for ten days in the payment 
of a monthly installment by the assured 
shall be deemed a ‘request on his part 
for cancellation of his policy, thus making 
the short rate rule applicable. In order 
that all parties who may have an interest 
in the insurance coverage may be on 
notice an endorsement containing a sim- 
ilar provision should be attached to each 
policy financed under this arrangement. 
Tibviouths a definite opinion as to the 
legality of any substitute plan cannot be 
expressed in advance of the formulation 
and submission of such an arrangement. 


This decision is based entirely upon the 
application of the Insurance Law to the 


plan. No consideration whatever has been 
given to any other law of the State of 
New York which may be applicable to 


this or any other plan of insurance pre- 


mium financing or applicable to this or 
any other finance company. 
ROLLIN M. CLARK, 


First Deputy Superintendent 
Dated at New York, N. Y. 
February 4th, 1937. 
Approved February 4th, 
LOUIS H. PINK 


1937 


Superintendent of Insurance 


Minnesota Mutuals Hold 
Lively Session 


AN EFFORT TO HAVE THE PRESENT 
THREE-YEAR STATUTE OF _ LIMITA- 
tions removed in arson cases in Min- 
nesota was decided upon at the 
recent annual convention of the 
State Association of Farmers Mutual 
Insurance companies of Minnesota, 
held at St. Paul, which was largely 
attended and full of interest. The 
legislative committee was instructed 
to seek an amendment to the present 
law which would make it possible 
to prosecute arson cases after the 
lapse of any period of time. 

L. M. Larson, Hopkins, was 
elected President of the association. 
L. C. Jensen, Clearbrook, was named 
Vice-President, A. E. Anderson, Cot- 
tonwood, Secretary, and Frank P. 
Powers, Mora, Treasurer. 

A feature of the meeting was the 
discussion of a standard form of 
policy. It was pointed out that loan- 
ing agencies object to many of the 
policy forms now used by farm 
mutuals. 


Gains Made By Auto- 
mobile Industry 
During 1936 
PRELIMINARY FACTS AND FIGURES 
RECENTLY RELEASED BY THE AUTO- 
mobile manufacturers association re- 
veals the following record made by 


the automobile industry during 
1936: 
Car and truck factory sales 

United States and Canada 4,565,000 
Passenger cars, sales United 

States and Canada........ 3,767,000 
Motor trucks, sales United 

States and Canada ........ 798,000 
P = increase over 1935, 
Wholesale value of cars U. S. 

I CO non wh ese wes 1,991,300,000 
Wholesale value of trucks 

O. we ae Canes... .s..6.. 457,625,000 
Wholesale value of cars and 

trucks combined .......... 2,448,925,000 
Wholesale value of parts and 

accessories for replace- 

ments, and service equip- 

MR aac os es aah arer 874,687,000 
Wholesale value of rubber 

tires for replacement...... 303,000,000 
Motor vehicles, accessories, 

service equipment and re- 

placement of parts and 

ONE akcrenerrtccnaxhlmart tees 3,626,612,000 
Motor vehicles registered in 

Me ei caus ets dated 28,270,000 
a ET ee 24,250,000 
MOtOr tTUGKS. <<... ccccc cian 4,020,000 
World registration of motor 

UNE =e sie: b: tia eines Spectres 20,000,000 
Per cent of world’s auto- 

moutes am U.S... 6050060 71% 
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Dew little while somebody advertises that a ''solar-plexus punch" has been 
handed to mutual insurance. The latest instance is the one cited below, 


wherein a Supreme Court is said to have decided that mortgaged property 


cannot safely be protected by a mutual policy. But read what follows — it is 


great fun. 




















Propaganda Against Mutual Insurance on 


Mortgaged Property Back-Fires Again 


HE figures for 1936 show that 

mutual fire and casualty insur- 

ance continues to advance in 
spite of the predictions of its com- 
petitors to the contrary. In the pre- 
depression days it was the claim that 
mutual insurance was all right, per- 
haps, during an era of prosperity, 
“but just wait until the hard times 
come!” An economic breakdown did 
take place, but mutual insurance 
made an enviable record all through 
the depression. The premium income, 
because of low values and decreased 
payrolls, slowed up some, but the 
mutual companies steadily gained in 
the number of policies issued and 
risks assumed. Then its competitors 
began singing a new tune to the ef- 
fect that—yes, mutual fire and casu- 
alty insurance did ride the depres- 
sion satisfactorily ; gains were made, 
but this was so because of the fact 
that the depression had made the in- 
surance buying public price con- 
scious, and therefore out of neces- 
sity interested in lower net cost in- 
surance because of the savings to be 
effected ; but when better times came 
the drift would be toward sound in- 
surance — (The sound insurance, of 
course, being stock insurance). Like 
all of the stock predictions of disas- 
ter or failure for mutual insurance, 
this shows no signs of being any more 
accurate than the others. Times are 
better ; business is better ; and mutual 
insurance continues to gain. 


Whether these gains have been at 
the expense of the “Crum and For- 
ster” group of companies is not 
known. From the anti-mutual prop- 
aganda disseminated by Crum and 
lorster, this would seem to be the 
case, although, perhaps, their activi- 
ties in this field are prompted by a 





desire, for a time at least, to wear 
the mantle of Edson S. Lott. 

Quite a number of the letters or 
bulletins disseminated by the Crum 
& Forster organization, deal, in one 
way or another, in whole or in part, 
with mutual competition. On No- 
vember 25th, 1936 Crum and Forster 
(of Georgia) sent broadcast a letter 
addressed ‘““To Our Agents.” This 
communication was presumed to be 
a very learned discussion of the pro- 
tection given mortgagees under mu- 
tual policies, entitled “Supreme Court 
of North Dakota Delivers Solar 
Plexus Punch to Mortgagees under 
Mutual Policies.”” The letter follows 
in full. 


TO OUR AGENTS: 

A mortgage Clause provides — 
* * * * and this insurance, as to the 
interest of the Mortgagee only therein 
shall not be invalidated by any act or ne- 
glect of the owner * * * * In other 
words, so far as the Mortgagee’s interest 
is concerned the Mortgage Clause sus- 
pends the policy contract. That is why a 
Mortgagee under a Stock Company policy 
can go to sleep at night knowing he is 
fully protected. 

The Supreme Court of North Dakota 
has handed down a decision that a Mutual 
Insurance Company cannot extend to 3rd 
parties (Mortgagees) protection that is 
denied to its own members — that when 
a policy is voided for the assured, who is 
a member, it is also voided for the 3rd 
party —the Mortgagee. This action of the 
court is based upon a special statute in 
North Dakota, but the reasoning in the 
decision is exactly the same as if the 
decision sprung from the Charter and By- 
Laws of the Mutual rather than from a 
special statute of the State. 

Our Attorney advises us that the Char- 
ter and By-Laws of a Mutual are supreme 
to the policy. They provide the condi- 
tions under which members may furnish 
insurance FOR THEMSELVES. They 
make no provisions for 3rd parties (Mort- 
gagees). If they make provisions for 
3rd parties then the company ceases to be 
a Mutual. Since a Mortgage Clause vests 
in a 3rd party (the Mortgagee) an inter- 


February, 1937—21 


est not allowed to a member of the Mutual 
by the Charter and By-Laws, the Mort- 
gage Clause is void. A Mutual policy 
that is void for the assured is void for 
the Mortgagee. 

If there are any Banks, Trust Com- 
panies or Building and Loan Associations 
in your City accepting Mutual policies to 
protect their mortgage interests, they 
should give some consideration to this 
question. 

Any Mortgagee under a Mutual policy 
should be easily convinced that his own 
interests require him to demand Stock 
Insurance of the property owner. 

Yours truly, 
Hines Brothers 
Managers 


T is to be observed that the con- 

clusions are very _ positively 
stated. Attention, however, is called 
to four significant facts. 

First, the letter is sweeping in its allega- 
tions and implies that decision is now 
in torce. 

Second, the decision, which one would 
assume from the letter is the leading au- 
thority on the subject, was not cited. 

_ Third, the implication is that the de- 
cision was handed down recently. 

Fourth, that the letter was written after 
consultation with the attorney for the or- 
ganization. 

Considering these items in the re- 
verse order from that in which they 
were stated, we submit that the C. & 
F. organization will not answer a 
challenge to produce the name of the 
attorney who they allege passed on 
this matter and gave the advice as 
stated in their letter. 

The decision is not of recent origin, 
for it was handed down in 1928. The 
citation is Bach v. North Dakota 
Mutual Fire Ins. Co., 56 N. D. 319, 
217 N. W. 273. And lastly, the de- 
cision cannot be cited in support of 
the allegations and conclusions set 
forth in the letter. 

The letter received wide circula- 
tion. Many of the agents to whom 
it was addressed referred it to banks, 
building and loan associations, life 
insurance companies, and other insti- 
tutions in their localities which make 
property loans and in connection with 
which mutual policies are accepted. 

Meanwhile the matter came to the 
attention of the officials in North 
Dakota, it was taken under advise- 
ment by the office of the Attorney 
General, who, in a communication 
addressed to the Governor under 
date of January 19, 1937 set forth 
the actual facts in the case and 
laid down a proper interpretation of 
the decision in the Bach case. The 
opinion of Honorable P. O. Sathre, 
Attorney General of the State of 
North Dakota follows in full. It is 
a complete answer to the misrepre- 
sentations contained in the Crum and 
l‘orster letter. 
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Honorable William Langer, 
Governor of the State of North Dakota 
January 19, 1937 
Dear Sir: 
We have your communication enclosing 
a copy of the circular bearing the im- 
print of Crum and Forster, Atlanta, 
(Georgia, Hines Bros., Managers, relative 
to a decision by the Supreme Court of 
this State, the name and citation of this 
decision being omitted, in which it is 
claimed that the law of this state fails to 
protect in the usual manner mortgagees 
under the standard mortgage clause or 
similar clause, if the insurance company 
involved be a mutual fire insurance com- 


pany. I am pleased to comply with your 
request for an _ interpretation of such 
North Dakota decision, if same can be 


found, and a canvass of the North Da- 
kota and general law on the subject. 

Upon inquiry, it has been learned that 
the case referred to is Bach vs. North 
Dakota Mutual Fire Insurance Company, 
56 North Dakota, 319, 217 N. W. 273 
decided by our Supreme Court in 1928. 
I must say that the omission of name and 
citation is inexcusable and in my estima- 
tion this omission raises a legitimate doubt 
as to the intention and purpose of the en- 
tire circular. It cannot be said that this 
case is a recent decision of present-day 
import to the insurance business and to 
the public, as is unquestionably intended 
to be implied in the circular. 

In Bach vs. North Dakota Mutual Fire 
Insurance Company our Supreme Court 
decided merely that the mortgagee could 
not recover where the mortgagor had not 
complied with Section 4874 of the North 


Dakota Insurance Laws governing cer- 
tain domestic insurance companies. Sec- 
tion 4874, as it read at that time, made 
“absolutely void” the policy for non- 
payment of premium within 60 days 


from the issuance of the policy. The hold- 
ing of the court was confined to an in- 
terpretation of such statute as it read 
at that time and I fail to find any author- 
ity therein or elsewhere for the sweeping 
statements in the circular “that when a 
policy is voided for the assured, who is 
a member, it is also voided for the 3rd 
party—the Mortgagee” or that “A Mutual 
policy that is void for the assured is void 
for the Mortgagee.” In fact, a careful 
reading of the opinion leaves no conclu- 
sion but that the court well understood 
that a mutual fire insurance company has 
the power to protect a mortgagee under 
the usual or standard mortgage clause 
and against “any act or neglect of the 
owner,” as specified therein. The excep- 
tion that the holding of this case points 
to is where the policy never had any life 
because of a definite prohibition by statute. 

Viewed from the standpoint of the 
judicial or quasi-judicial officer this cir- 
cular is particule irly subject to condem- 
nation because of its inescapable inference 
that the Bach decision represents the law 
today in North Dakota, whereas the fact 
is that Section 4874 has been so amended 


that the law is quite different. Section 
4874 at the time of the Bach decision 
read in part as follows: 


“provided, further that in case said 
premium be not paid in cash or un- 
conditional notes within 60 days from 
the date of issue, the policy shall be- 
come and be absolutely void and to 
remain void during the non-payment 
of such premium, and upon payment 
of the premium as above provided, 
such policy shall re-attach; provided 
there has been no loss while the policy 
void.” 


wWUs 
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In 1931 our legislature amended this pro- 
vision, adding the proviso: 

“Provided, however, in case such mu- 
tual insurance company has issued a 
policy and attached thereto a mort- 
gage clause making loss, if any, pay- 
able to the mortgagee to the extent 
of his interest but not exceeding the 
amount of the policy, such company 
shall be liable on the policy to such 
mortgagee until the secretary of the 
company notifies the mortgagee in 
writing that premium and contingent 
mutual liability have not been paid 
and the mortgagee is given 20 days 
after the date of such notice in which 
to pay the premium and liability. In 
default of such payment, the liability 
of the company to the mortgagee shall 
cease.” 

It is therefore evident that the holding 
of the Bach case (i.e. Section 4874 as 
it read in 1928 rendered the policy void 
as to the mortgagee as well as to the mort- 
gagor) has had no force or effect since 
1931. 

It is not necessary, of course, for me 
to pass on what may be advanced as the 
law on a wholly speculative state of facts, 
but when it is implied that the Bach case 
is authority for the proposition that no 
mutual company can make provision for 
third parties such as mortgagees or other 
lienors to receive the proceeds of a policy 
and that “If they make provisions for 3rd 
parties then the company ceases to be a 
Mutual,” this is so far from the actual 
fact that it approaches, at the least, de- 
liberate misrepresentation. Such is not to 
be found in the Bach case or any other 
North Dakota decision nor in my belief 
in the law of any jurisdiction. On the 
contrary in the cases where the question 
was considered the rule has been to the 
opposite. As stated in the Oregon case 
of Meader vs. Farmers Mutual Fire Re- 
lief Association, 1 Pacific (2nd) 138, 
(1931), and which without doubt repre- 
sents the proper rule: 


“To hold that a mutual fire insurance 
company cannot legally enter into a 
contract with one of its members to 
pay the loss, if any, to such mem- 
ber’s mortgagee as the mortgagee’s 
interest may appear, except by written 
application of such mortgagee, would 
seriously impair the efficiency of mu- 
tual companies, and, in the opinion of 
the writer, ought not to be announced 
unless directly supported by statutory 
mandate. We find no such mandate. 
The writer, speaking for himself 
alone, believes that the right to so 
enter into such a contract is among the 
implied powers of organizations en- 
gage d in fire insurance business, when, 
as m the case at bar, the power of 
such organizations to insure is not 
limited by statute or articles of in- 
corporation to wunincumbered  prop- 
erty.” 

Finally, the circular is in error in stating 
that the reasoning in the Bach case “is 
exactly the same as if the decision sprung 
from the Charter and By-Laws of the 
Mutual rather than from a special stat- 
ute.” The Court in the Bach case in 
holding that by-laws could be waived as 
to the mortgagee stated: 

“The situation here differs from that 
existing in some other states where 
officers or members of a mutual com- 
pany are given a discretion in regard 
to the adoption of by-laws containing 
requirements for the payment of pre- 
minums,” 


Assuming that a similar or any other 





provision defeating recovery is found in 
that part of the charter known as the 
articles of incorporation, if such provi- 
sion is not required by Statute to be placed 
therein it would have no greater force 
than a by-law (Thompson on Corporation, 
3rd Ed. Vol. 1, p. 251) and could, there- 
fore, be waived in the same manner. The 
only remaining possibility is where the 
premium provision of the Bach case is 
found only in the body of the policy 
itself. In such a case. it has been held 
that the mortgagee may, nevertheless, re- 


cover. (Planters Mutual Ins. Ass’n. v. 
So. Savings Fund & Loan Co. (1900) 68 
Ark. 8, 56 S. W. 443.) 
Respectfully submitted, 
(Signed) 
P. O. SATHRE; 
ATTORNEY GENERAL. 


POS:RP 
ee @ @® 


RIOR to the matter having been 

considered by the officials of the 
State of North Dakota, the Insurance 
Field picked it up and, covering up 
the fact that the letter had been writ- 
ten by the Crum and Forster organ- 
ization, set out several paragraphs as 
though they were their own in the 
following manner: 


Mortgagees under mutual fire policies 
will be interested in the decision of the 
Supreme Court of North Dakota, which 
holds that a mutual insurance company 
can not extend to mortgagees, who are 
“third parties,” the protection that is de- 
nied to the mutual’s own members. 

In other words when a mutual policy 
is voided for the assured, it is also voided 
for the third party who is the mortgagee. 

The North Dakota Court held that the 
mortgage clause provides “...and this 
insurance, as to the interest of the mort- 
gagee only therein, shall not be invali- 
dated by an act or neglect of the 
owner .. .” 

It will be seen that insofar as the mort- 
gagee’s interest is involved the mortgage 
clause suspends the policy contract. As 
one well known company executive says: 
“This is why a mortgagee under a stock 
company policy can go to sleep at night 
knowing he is fully protected.” 

While the action of the Supreme Court 
of North Dakota is based upon a special 
statute of that State, the interpretation 
is the same exactly as if the decision 
came from the charter of the mutual 
instead of from a special law. 


One can see in this wording a 
studied intention to mislead in the 
use of the words, “‘as one well known 
company executive says’, when taken 
into consideration with the rest of 
the news item which starts off as 
follows: 


“On this point another executive said: 
‘Our attorney advises us that the charac- 
ter and by-laws of a mutual are supreme 
to the policy. They provide the condi- 
tions under which members may furnish 
insurance for themselves. They make no 
provisions for third parties (mortgagees). 
If they make provisions for third parties 
then the company ceases to be a mutual. 
Since a mortgage clause vests in a third 
party (the mortgagee) an interest not 
allowed to a member of the mutual by 
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the charter and by-laws, the mortgage 
clause is void. A mutual policy that is 
void for the assured is void for the mort- 


,” 


gagee. 

The Field item concludes with the 
following : 

“It is the contention that every mort- 
gagee under a mutual policy should be 
convinced with ease that his special in- 
terests require that stock insurance be 
carried by the property owner. Trust 
companies, banks and building loan or- 
ganizations should give consideration to 
these questions before accepting mutual 
policies. in the | protection of their mort- 
gage interests. 

Thus the Crum and Forster letter 
was divided into three parts as it was 
commented on by the Insurance 
Field; one represented as the state- 
ment of the author, and the other 
two represented as statements com- 
ing from two well-known company 
executives. 

This was on December 10th. Two 
weeks later the Field evidently real- 
ized that it had “stuck its neck out,” 
for in an article headed “On Meet- 
ing Competition” it further discussed 
the subject in a manner which did 
nothing more however than amplify 
the misrepresentations; about the 
only accurate statement in it being 
the citation of the case. It still failed 
to disclose the fact that the decision 
was applicable only to a few com- 
panies organized or operating under 
a special statute. Nor was it revealed 
that this statute was amended in 1931 
in such a manner as to make the de- 
cision in the Bach case of no effect, 
even to the limited number of com- 
panies which were first affected by it. 

It was evident that the letter and 
the Insurance Field articles stirred 
great hopes in the breasts of the stock 
insurance agents, for the propaganda 
was picked up throughout the coun- 
try and spouted as pure gospel com- 
ing from the highest authority. 


The amusing part of the whole ep- 
isode is the meandering of the Crum 
and Forster organization, which was 
responsible initially for the misrepre- 
sentation and the spread of the prop- 
aganda. 

In a letter dated January 4, 1937, 
mailed “To Our Agents,” from the 
New York office of Crum and For- 
ster, 110 William Street, and signed 
by H. Junker, Vice President, a third 
of the letter is taken up with a dis- 
cussion of the North Dakota decision 
under the heading—“Mortgagee In- 
terest Under Policies Issued by Mu- 
tual Insurance Companies” and pref- 
aced by a paragraph reading: 

“The following article from the ‘In- 
surance Field’ of December 10th regard- 
ing third party interest (mortgagee in- 
terest under policies issued by Mutual In- 
surance Companies) should be of signifi- 
cant interest to Banks, Life Insurance 
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Companies, and Building and Loan As- 
soctations. 

‘Mortgagees under mutual fire policies 
will be interested in the decision of the 
Supreme Court of North Dakota, which 
holds that a mutual insurance company 
cannot extend to mortgagees, who are 
“third parties,” the protection that is de- 
nied to the mutual’s own members. 

‘In other words, when a mutual policy 
is voided for the assured, it is also voided 
for the third party who is the mortgagee. 

‘The North Dakota Court held that the 
mortgage clause prov ides “ . . . and this 
insurance, as to the interest of the mort- 
gagee only therein, shall not be inv alidated 
by any act or neglect of the owner. 

‘It will be seen that insofar as the mort- 
gagee’s interest is involved the mortgage 
clause suspends the policy contract. As 
one well known company executive says: 
“This is why a mortgagee under a stock 
company policy can go to sleep at night 
knowing he is fully protected.” 

‘While the action of the Supreme Court 
of North Dakota is based .upon a special 
statute of that State, the interpretation is 
the same exactly as if the decision came 
from the charter of the mutual instead 
of from a special law. 

‘On this point another executive said: 
“Our attorney advises us that the charter 
and by-laws of a mutual are supreme 
to the policy. They provide the conditions 
under which members may furnish insur- 
ance for themselves. They make no pro- 
visions for third parties (mortgagees). 
If they make provisions for third parties 
then the company ceases to be a mutual. 
Since a mortgage clause vests in a third 
party (the mortgagee) an interest not 
allowed to a member of the mutual by the 
charter and by-laws, the mortgage clause 
is void. A mutual policy that is void for 
the assured is void for the mortgagee.” 

‘It is the contention that every mortga- 
gee under a mutual policy should be con- 
vinced with ease that his special interests 
require that stock insurance be carried by 
the property owner. 

‘Trust companies, banks and_ building 
loan organizations should give considera- 
tion to these questions before accepting 
mutual policies in the protection of their 
mortgage interests.’” 


Thus the New York office of Crum 
and Forster quotes as authority the 
article from the “Insurance Field” 
which is allegedly based on state- 
ments of two prominent company ex- 
ecutives. Whether or not Mr. Junker 
constituted the two executives and 
was too modest to quote himself, is 
not known. In any event, the letter 
leaves the impression that someone 
other than executives of the Crum 
and Forster organization breathed 
these words of wisdom and authority 
to the insurance world and the in- 
suring public. 

The propaganda mentioned in this 
instance has been thoroughly dis- 
credited. Whether the insuring public 
can place confidence in any other of 
the statements or claims, of a group 
which so boldly indulges in unethical 
practices of this kind, is something 
which will undoubtedly receive seri- 
ous consideration. Like banking, the 
insurance business is built largely on 
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confidence, and confidence can easily 
be destroyed. While it is true that 
this sort of old-woman gossip travels 
fast, the public will be interested to 
know that the truth of the matter is 
rapidly catching up on Dame Rumor 
is evidenced by the following quota- 
tions from letters of financial institu- 
tions addressed to mutual headquar- 
ters. 

From a life company in the South- 
east — 

“We fully concur in the viewpoint ex- 
pressed by the Attorney General and are 
pleased to advise that we have obtained 
authority from our Finance Committee 
within the past ten days or two weeks to 
accept policies of all first-line mutual 
companies on our Approved List with 
standard mortgage clause form attached 
in conjunction with our mortgage loan 
investment. We regret the trouble and 
confusion which has been caused by the 
circular letter referred to.” 

From an attorney: 

“The opinion is able, convincing, and 
unanswerable. I am glad to have it.” 

The following from officers of sev- 
eral banks: 

“IT have received a large number of 
bulletins apparently issued through Chi- 
cago and these bulletins must have been 
broadcast quite generally over the country, 
for they have reached me from Louis- 
ville, Kentucky; Lexington, Kentucky; 
Chicago, Illinois; points in Minnesota, and 
several in the State of North Dakota. 

“Long before this matter was broad- 
cast by Crum and Forster, it (the case) 
was referred to our Legal Department. 
I considered its (our Legal Department) 
interpretation of the North Dakota state 
laws as correct and, therefore, was not 
disturbed when the flow of circulars be- 
gan to arrive. 








“In some instances it appears quite plain 
that the old line company issuing circu- 
lars and letters on this subject was a 
little behind the times and did not inves- 
tigate the state laws to sec if anything 
had occured subsequent to 1928 when the 
Supreme Court decision was rendered.” 


“While the ‘ballyhoo’ concerning tiie 
case of Bach v. North Dakota had reached 
me through other channels, I was never- 
theless very appreciative of your thought- 
fulness in sending me the leaflet enclosed 
in your communication. Knowing the 
facts as we did, little attention was paid 
to the affair.” 

Mutual companies and their repre- 
sentatives could undoubtedly, if they 
take the trouble to do so, turn this 
incident to their advantage. They 
recognize, however, that tactics such 
as these are born of desperation, and 
can rest comfortably in the knowl- 
edge that mutual insurance continues 
to make great strides in spite of the 
more or less continuous flow of mis- 
representations from the propaganda 
mills of the stock organization. How- 
ever, to those sincerely interested in 
the welfare of insurance as an insti- 
tution, irrespective of the type of 
company or service organization, in- 
cidents such as these are causes for 
concern. Public opinion, translated 
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in terms of the insurance business, 
is not too high. It is not improved 
by such competitive misrepresenta- 
tions and bickerings. An institution 
of the might of insurance needs a 
favorable public opinion. To secure 
it public relations must take a differ- 
ent course from that plotted by the 
Crum & Forster pilot. 








Two New England Mutuals 


. 
Consolidate 
THE NORFOLK AND DEDHAM MU- 
TUAL FIRE INSURANCE COMPANIES, 


two of New England’s oldest mu- 
tuals, each with a century of re- 
nowned management and sterling fi- 
nancial record behind it, have voted 
to consolidate into one corporation 
to be known as The Norfolk & Ded- 
ham Mutual Fire Insurance Com- 
pany. 

This action will be consummated 
about July 1 and will result in a com- 
pany of exceptional strength and 
equipped for the highest type of 
service. 

ee @ ® 


University Teachers of In- 
surance Publish Proceedings 


READERS OF THIS MAGAZINE HAVE 
EXPRESSED THEMSELVES AS_ BEING 
much interested in the summary given 
in our December 1936 issue of the 
Proceedings of the Fourth Annual 
Meeting of the American Association 
of University Teachers of Insurance. 
The discussions at this meeting em- 
braced a wide scope and considered 
topics not only relating to university 
instruction in insurance but a sub- 
stantial part of the program was given 
over to speakers representing fore- 
most groups in the fire and casualty 
fields. The proceedings therefore con- 
stitute a neat parcel of up to date 
insurance knowledge and makes up a 
sturdy booklet of some ninety pages, 
which would be a valuable addition 
to any insurance man’s library. The 
edition is limited, but as long as the 
supply lasts copies may be had by 
addressing Professor Frank G. Dick- 
inson, Secretary, 411 Commerce 
Building, University of Illinois, Ur- 
bana, Illinois. The price is $1.50. 


Mutual Volume Advances 


MUTUAL CASUALTY AND FIRE IN- 
SURANCE COMPANIES OF THE UNITED 
States combined wrote the largest 
volume of premiums in their history 
during 1936, reports returned by a 
majority of American Mutual Alli- 
ance companies indicate. The Alli- 
ance survey was conducted among 
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the members of the Federation of 
Mutual Fire Insurance Companies, 
the National Association of Mutual 
Casualty Companies, and the Na- 
tional Association of Automotive 
Mutual Insurance Companies. 

Official statistics received from 16 
member casualty companies reported 
$92,430,722 in 1936 premiums as 
against $77,537,395 in 1935—an in- 
crease of 19.2%. The 46 member 
fire companies which reported wrote 
$43,088,748 in 1936 as against $39,- 
424,665 in 1935 — an increase of 
9.3%. 


On the basis of the figures of pre- 
vious years total mutual casualty pre- 
miums will approach $186,500,000 
for all United States companies. Be- 
cause of the large number of farm 
fire companies, total United States 
mutual fire premiums cannot be es- 
timated as accurately, but total pre- 
miums of members of the Federation 
of Mutual Fire Insurance Companies 
are expected to approximate $65,000,- 
000 when all returns are in. 

The increase in casualty premiums 
marks the fourth year of steady ad- 
vance from the low point of 1932, as 
shown in the following table of casu- 
alty premiums of United States mu- 
tual companies during recent years: 





POD vasiomeuvacverel $124,867,201 
etree on a 120,691,721 
|) ae 106,407,620 
SS 2o as wate sisi 92,358,822 
MOE Sh oe cataalmaronia 98,426,516 
errr ea 128,818,027 
ee 156,487,813 
Boe CORE) os scccees 186,500,000 
The increase in fire premiums 


marks the third year of steady ad- 
vance from 1933, when premiums of 
members of the Federation of Mu- 
tual Fire Insurance Companies were 
at their lowest point of recent years. 
Premiums of Federation companies 
during the past eight years were: 


|. een $53,943,112 
ore cee 54,965,403 
+, Se retrree 
WME iyi. assis an leeeeeets 50,542,886 
WE Sie nce atans 49,424,240 
| Seen 53,272,295 
|: > Pre 
eC } ee eer 65,000,000 


Insistence of managements upon 
the strict engineering and inspection 
standards which they consider the 
most important factor in the mutual 
system of insurance resulted in loss 
ratios favorable enough in most 
classes to provide for the usual re- 
turn of a portion of his premium to 
each policyholder in an Alliance com- 
pany. 

Increases were fairly well distrib- 
uted over the classifications which the 
mutual companies write in volume, 
although the tendency of fire and 
windstorm premiums to remain more 
or less stable despite improvement 


in general business conditions caused 
them to lag behind the lines which 
are quick to reflect changes in indus- 
trial activity. The only classification 
to show a decrease was made up of 
those miscellaneous lines in which 
none of the mutual companies spe- 
cializes. 

3y classifications, the premiums of the 
16 reporting mutual casualty companies 
Werte: 


Pct. 
1935 1936 Inc. 
Total net ...$77,537,395 $92,430,722 19.2 
Workmens 
Comp. .... 37,629,540 47,179,888 25.4 
ne: 33,557,276 38,556,252 14.9 
Liability (Non- 
Auto. ) 4,449,4999 5,585,424 25.8 
Miscel. ..... 1,900,980 1,829,354 3.8% 
Pet. 
1935 1936 Inc. 
Total net...$39,424,665 $43,088,748 9.3 


ee 33,677,181 35,631,533 5.8 
Automobile . 3,406,964 4.449.836 30.6 
Inland Mar... 351,127 556,474 58.5 
Windstorm.. 1,810,708 2,017,164 5.6 
Misc€l. on. 444,468 425,030 4.4* 
* Decrease 

e 6°38 * 


Dunifon Returns to 
Practice 


DALE DUNIFON, FIRST ASSISTANT 
\TTORNEY GENERAL OF OHIO FOR THE 
past four years, and Isadore Top- 
per, who for six years has been an 
Assistant Attorney General in the 
same State, have formed the legal 
firm of Dunifon and Topper with 
offices in the Huntington Bank 
Building at Columbus, Ohio. 

A large part of Mr. Dunifon’s 
time while in office was devoted to 
insurance matters coming before the 
Superintendent of Insurance, thus 
he is well known to the insurance 
fraternity. Previous to his connec- 
tion with the Attorney General’s 
office he was associated with Harry 
L.. Conn, former Superintendent of 
Insurance of Ohio, in a legal firm 
at Van Wert, Ohio. 

Most of Mr. Topper’s time in the 
Attorney General’s office was de- 
voted to the Department of Liquor 
Control where he assisted in the 
drafting of the present liquor con- 
trol act. 








The Journal of American Insurance 
will bring you authoritative articles on 
a variety of subjects every month... 
news, educational topics and general 
comment. Subscription $2.50 per year, 
address 919 North Michigan Avenue, 
Chicago, Ill. 
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Directors of Surety 
Company Held 
Liable 


THOUSANDS OF CLAIMS HELD BY 
INJURED EMPLOYES AND THEIR RELA- 
tives, which have remained unpaid 
because of the collapse of the Penn- 
sylvania Surety Corporation, are ex- 
pected to be settled shortly through 
the Pennsylvania Insurance Depart- 
ment because of the $1,525,800 
verdict recently returned against the 
directors of the defunct company by 
a Pittsburgh jury. 

Bondholders who suffered losses 
on bonds guaranteed by the com- 
pany, some of them understood to 
have been secured by Florida mort- 
gages, may likewise make some re- 
coveries under the verdict. 

The Insurance Department 
charged, as plaintiff, that the direc- 
tors “permitted the property and 
assets of the corporation to be 
wasted, imperiled, squandered, mis- 
appropriated, and lost.” It was 
charged particularly that the Penn- 
sylvania Surety company guaranteed 
bonds and other securities of the 
First National Company of Balti- 
more for millions of dollars, al- 
though the directors should have 
known, had they exercised proper 
diligence and care, that the bonds 
were unsound, having been issued 
against mortgages which wefe far 
in excess of the value of the under- 
lying properties. 


Death of Peter 
Doelger, Jr. 


PETER DOELGER, JR., PRESIDENT OF 
THE INTERBORO MUTUAL INDEMNITY 
Insurance Company, sportsman, stu- 
dent, scion of a distinguished brew- 
ing family, died on November 16th, 
1936. 

Born in New York City on March 
18th, 1861, he was the eldest of the 
three sons of Peter Doelger, pioneer 
German brewer. For some years he 
studied brewing science in leading 
German Technological Schools. His 
spare time, he devoted to the study 
of music, being an accomplished 
pianist and organist. 

Returning to the United States he 
joined his father in the brewing 
business and on August 17th, 1887, 
married Charlotte Ebling, daughter 
of William Ebling, another famous 
New York brewer. 

Some years later, at the death of 
his father, he assumed the presi- 
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dency of the Peter Doelger Brewing 
Corporation, continuing to guide its 
affairs until Prohibition forced clos- 
ing. Subsequently, he engaged in 
the real estate business, giving his 
time to the management of his large 
holdings, through the firm of Peter 
Doelger, Inc. 





Photo By Pach Bros. 


PETER DOELGER, JR. 


Some years previously, Mr. Doel- 
ger had been made president of the 
Brewers’ Indemnity Fund, an un- 
incorporated insurance reserve set 
up by the brewers in and about New 
York City for the purpose of meet- 
ing the requirements of workmen’s 
compensation. : This was long. be- 
fore the workmen’s compensation law 
was passed in New York State. In 
1914, the business of the Brewers’ 
Indemnity Fund and all Forms of 
personal liability and property dam- 
age insurance for the brewers, was 
taken over by the Brewers’ Mutual 
Indemnity Insurance Company of 
which Peter Doelger was made 
president. Formation of this com- 
pany was brought about as a result 
of the fact that brewers and their 
employees were rated up by the in- 
demnity companies of that day, be- 
cause, so it was alleged, they repre- 
sented extra-hazardous risks. Brew- 
ers had protested against such rating 
for sometime without success. 
Finally, they determined that if the 
insurance companies were correct, 
the brewing industry had no right 
to ask others to assume such a risk 
—they would do it themselves. As 
a result, after several conferences, 
the Brewers’ Mutual Indemnity In- 
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surance Company was formed. It 
continued under this name until 
1918, the time of Prohibition, when 
it was changed to the Interboro 
Mutual Indemnity Insurance Com- 
pany, which title it still bears. In 
the 22 years of its history—under 
the two names—this insurance com- 
pany has prospered and today ranks 
as one of the strongest mutual cas- 
ualty companies. Its business today 
encompasses not only much of the 
brewing business in New York City, 
the Metropolitan Area and New 
York State, but some thousands of 
private passenger cars and fleets of 
commercial vehicles as well. Much 
of the success of the company and 
its guidance through the fledgling 
years have been credited to the fore- 
sightedness and enterprise of Peter 
Doelger, Jr. 

Aside from his business enter- 
prises, Peter Doelger, Jr., took a 
great interest in the theatre and con 
cert stage and was a leading spirit in 
a dinner club which he helped to 
establish. He was acquainted with 
many of the great figures of the 
stage and musical world and further 
evidenced his interest by aiding the 
National Vaudeville Artists Asso- 
ciation. He was an accomplished 
billiard player, being president of 
the Amateur Billiard Club. He also 
played golf at Deal, New Jersey, 
and later at the Scarsdale Golf Club. 
He was a life member of thé Con- 
gressional Country Club and one of 
the first members of the New York 
Athletic Club. 


Illinois Insurance Code Bill 
Up Again 

REVISED IN SOME RESPECTS BUT IN 
THE MAIN SIMILAR TO THE PRO- 
posed Code of two years ago, an- 
other bill has been introduced in the 
Illinois Legislature designed to mod- 
ernize the insurance statutes of that 
state. The basis of the new act fol- 
lows closely the proposals made by 
Director Palmer during the last ses- 
sion but some of the controversial 
matter has been eliminated. A rating 
section is not included but it is under- 
stood that such regulation will be 
provided for in a separate bill, thus 
relieving the Code program from the 
burden of debate about this feature. 

The Illinois Bar Association has 
been studying the Code for the past 
two years and their committee has 
made a number of suggestions for 
improvement which are included in 
the present measure. In its announce- 
ment of the introduction of the Code 
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bill, the department gives the follow- 

ing reasons for its passage: 
1. The present laws are a 
‘hodge-podge’ of piece-meal leg- 
islation enacted during the past 
one hundred years of insurance 
experience in this State. Many 
sections are obsolete, ambiguous 
and unworkable. The time has 
come when the statutes should 
be put into simple language, 
easily understandable and in 
compact shape. 
2. Experience has demonstrated 
the need for several new sections 
required to meet modern con- 
ditions and to permit companies 
having the necessary financial 
requirements to render the in- 
surance service which the people 
of this State have a right to 
expect. 
3. While the requirements of 
the new code are strict, they are 
not unreasonable and arbitrary 
and the requirements of the code 
are so clearly stated that only a 
minimum of discretion is left in 
the supervisory official of the 
department. 
4. The Code has been drawn 
with the primary purpose of 
protecting the policyholder’s in- 
terest and the safeguarding of 
his trust funds but not in such 
a manner as to arbitrarily inter- 
fere with the legitimate opera- 
tions of private business 


ee @ ® 
Auto Policy Decision 
In New York 


THE PROVISION OF THE STANDARD 
\UTOMOBILE LIABILITY POLICY THAT 
an action against the insurance car- 
rier must be brought within two years 
after a judgment against the insured 
does not operate against the injured 
party, according to a decision handed 
down in the Municipal Court of the 
City of New York in the case of Mat- 
elsky v. Globe Indemnity Company. 

On June 21, 1932, the plaintiff had 
secured a judgment against the in- 
sured but no action was taken to se- 
cure execution of the judgment until 
March 14, 1935, and when the execu- 
tion was returned unsatisfied on 
March 16, action was commenced 
against the insurance company. The 
insurance company insisted that the 
plaintiff could only proceed against 
the defendant on the theory of sub- 
rogation and that, therefore, the 
claim was subject to all the limita- 
tions of the policy that are binding 
on the insured, including of course 
the condition requiring suit to be 
commenced within two years after 
entry of judgment. In denying this 
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contention the court points out that 
the right of the injured party to sue 
the insurance company is given by 
Section 109 of the Insurance Law and 
that to attempt to enforce its policy 
provisions against the injured party 
who had no notice of it would result 
in a grave injustice. The court said: 
“To sustain this private statute of 
limitations against this plaintiff would 
work a forfeiture of his right to a 
recovery and open the door to un- 
published and unknown private stip- 
ulations resembling conditional lim- 
itations. Such a practice would 
thwart the spirit and purpose of the 
Insurance Law and usurp the power 
of the Legislature.” 
The court disregarded the fact that 
a contrary conclusion had been 
reached by the courts of other juris- 
dictions upon similar but not identi- 
cal questions. It states that the exist- 
ence of such other decisions is “in- 
teresting but not conclusive.” 
* e @ 


New "Charco Charts” 


THE NEW 1937 “CHARCO CHARTS” 
WILL BE READY WITHIN A FEW 
weeks. Bound in two ready-reference 
forms “‘Charco Charts” presents an 
unusual vehicle for statistical infor- 
mation, covering over 250 leading 
fire, casualty, and surety institutions 
doing the largest percentage of in- 
surance business in the United States. 

Factual data taken by nationally 
known actuaries from audited com- 
pany reports on record with the State 
Insurance Department are graphical- 
ly projected into a set of charts, 
graphs and diagrams, to illustrate in 
exact proportions essential matter 
required for study, comparison and 
summarizing at a glance a company’s 
standing and experience, as well as 
the trend of the insurance industry. 

Beside each company’s financial re- 


port a graph-record of the past year’s 
operations is shown and includes a 
comprehensive summary of percent- 
ages covering in explicit form earn- 
ings from underwriting, interest, in- 
creased market value and _ other 
miscellaneous sources of income. The 
assignment and use of the total of 
this income to increase surplus, pay 
dividends, build special reserves, 
and for other purposes, is also shown 
in percentages of distribution. 

A compilation of charted statistical 
facts covering a ten year record of 
each company’s business shows the 
fluctuation of progress made year by 
year, and the varying degree of 
imargin between millions of dollars 
in premiums written and losses paid, 
assets and liabilities, capital or statu- 
tory deposit and policyholders sur- 
plus. 

The two publications may be ob- 
tained at $5.00 each from the Re- 
viewers Chart Corporation, 40 Park 
Row, New York City. 








Highway Safety Lessons 
(Continued from Page 15) 
mobile and his job and savings ac- 
count and professional reputation is 
at stake. It is true, of course, that 
a large percentage of the drivers of 
passenger cars on the highway are 
the owners of these cars, with a 
large property and insurance and 
life investment in them. Such driv- 
ers ought to be, and without doubt 
are, vitally interested in the safety 
of their own cars and their own 
lives. But it is still true, unfortu- 
nately, that many of the drivers of 
these passenger cars know but little 
about their vehicles, and about good 
driving habits, as compared to the 

average truck driver. 











ENJAMIN FRANKLIN, 


| a >. 4 mz 


born in Boston on January 17, 1706, is honored as a 





founder of mutual insurance in America by American Mutual Liability Insurance 


Company, which is celebrating its establishment in Boston fifty years ago. 


Left to right 


are Robert M. Allen, assistant to the president of American Mutual; Mrs. Walter S. 
Fracker, Chelsea, regent of Boston Tea Party Chapter D.A.R., Major Vincent P. Coyne, 
representing Governor Hurley; John Quincy Adams, an employee of the company; 
Miss Evvie F. Dalby, of Hyde Park, past regent of Boston Tea Party Chapter, and 
Mrs. Francis J. DeCelles, whose husband is Massachusetts Insurance Commissioner. 
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NOTES 


(Continued from Page 12) 


irritating odors, or the presence of 
hot, wet areas of “flues” on the sur- 
face of the mow are warnings. 

The first thing to do, Dr. Price ex- 
plains, is to make a check on the 
temperature down in the mow be- 
fore deciding on what action to 
take. 

Usually the internal temperature 
of the hay can be taken by driving 
a sharp pointed pipe down into it, 
and lowering a thermometer inside 
the pipe and leaving it there for 
about 20 minutes. The reading 
should be made quickly when the 
thermometer is removed. 


The ignition temperature of al- 
falfa hay is around 390° F. There 
is no experimental evidence, how- 
ever, that such a high temperature is 
required for the outbreak of a fire. 
If the temperature climbs to 185° 
., it is definitely reaching a point 
of danger which warrants stopping 
all ventilation, and removing the 
hay from the barn, although, if left 
undisturbed, it might cool eventually. 


If the temperature climbs to 200° 
I’. there should be no question about 
the advisability of removing the hay. 
Before this is done, however, Dr. 
Price warns that all possible precau- 
tions against fire should be taken. 
[his is one instance where the reg- 
ular order should be reversed. The 
fire department should be called out 
before the fire starts. If there is a 
volunteer fire department near, all of 
the equipment should be at hand. If 
there is no such service available, 
the farmer should have an ample 
supply of water at hand to quench 
a possible blaze when the “hot 
pockets” are exposed to the air. 

Hot hay should not be uncovered 
or removed without first wetting it 
thoroughly, otherwise when it is ex- 
posed to the air it is likely to burst 
into flame. 

In removing hay that has reached 
the advanced stages of heating, 
Dr. Price suggests the following pre- 
cautions : 

1—Place planks over the surface of 
the mow, especially in the center. This 
is to provide sound footing if it is found 
that the central portion of the heap has 
charred and sunk. 

_2.—Avoid inhaling fumes and _ gases 
from the “hot” pockets and flues in the 
mow. Arrange for the inside work to 
be done with frequent shifts of workers 
and allow them as much fresh air as 
possible. 

3.—Carry the hay a safe distance from 
the barn or other buildings, preferably to 
an open field to guard against any fire 
that may result if the hay bursts into 
flame. 
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Will Health Insurance 
Be Added to Social 


Security Program? 

THAT A HEALTH INSURANCE FEA- 
TURE MAY BE ADDED EVENTUALLY TO 
the social security program, which 
now includes unemployment and old 
age benefits, is the conclusion drawn 
by observers from the studies now 
being conducted along this line by 
the social security board. 

Such a proposal was under con- 
sideration several years ago but was 
postponed. The study now in prog- 
ress is in line with the recommenda- 
tions made by WPA administrator 
Harry Hopkins in a recent address 
to the United States Conference of 
mayors, and the annual report of 
the executive council of the Ameri- 
can Federation of Labor. 


Insurance and Banking 
By Herbert L. Davis 

MR. DAVIS’ BOOK, SCHEDULED FOR 
PUBLICATION IN A SHORT TIME, IS 
designed as an aid to bank and in- 
surance company examiners and 
Students in that field. It is replete 
with illustrations drawn from his 
personal experience as an officer of 
the District of Columbia Supreme 
Court and as Superintendent of In- 
surance for the District. The author 
discusses a number of United States 
Supreme Court cases in which fidu- 
ciary relationships were involved. 

In several places the difference 
between suretyship and insurance 
is stressed. Mr. Davis indicates his 
dissatisfaction with the established 
principle of law which allows strict 
construction of contracts of surety- 
ship in favor of personal sureties, 
but reverses the rule of strict con- 
struction so that it applies against 
corporate sureties. 

There is a plea for stronger stat- 
utory protection of the names of well 
known insurance companies against 
improper use by unscrupulous pro- 
moters. The author comments also 
on the life insurance code of the 
District of Columbia which is a 
comparatively recent enactment. The 
Federal Securities and Exchange Act 
is viewed favorably. An argument 


‘is made for its constitutionality 


based largely upon the dissenting 
opinion of Mr. Justice Cardozo in 
Jones v. United States (1936). The 
dissenting opinion is quoted in full. 

Federal taxation of life insur- 
ance companies is treated, and the 
full text of the opinion of the United 
States Supreme Court in National 
Life Insurance Company v. United 
States (1929) given. 





February, 1937—27 


Mr. Davis calls attention to cer- 
tain rules for trustees in insurance 
company and bank receiverships. 
The rules are grounded on court de- 
cisions. Guides for examiners of 
insurance companies are suggested 
and a model for a complete report 
is shown. 

Students of law and others seek- 
ing information in the Insurance and 
Banking field will find this volume 
of interest. Chapter heads include: 

1. Insurance and Banking—Historical 

Jackground. 


2. Life Insurance Appraised as Sav- 
ings. Insurance Codes. 

3. Duties and Responsibilities. 

4. Banking Relations. 

5. Insurance Accounting. 

6. Amortization of Securities. 

7. Real Estate Transactions. 

8. Court Accounting Suits. 

9. Application of Principles. 

10. Interstate Liquidations—A National 


Problem, By Honorable George S. 
Van Schaick of New York. 

Mr. Davis is the author of sev- 
eral books dealing with auditing, ac- 
counting as well as legal subjects. 
His newest volume has the endorse- 
ment of David C. Roper, Secretary 
of Commerce. Bates Publishing 
Company, 729 Fifteenth St., Wash- 
ington, D. C., are the publishers. The 


- 


price is $4.50. 


New Book On Insurance 
and Negligence Law 


“RENOY’S INSURANCE AND NEGLI- 
GENCE LAW OF OHIO,” A TREATISE 
covering the Ohio law of insurance, 
corporate suretyship subrogation, 
and negligence pertaining to the use, 
ownership and operation of motor 
vehicles, has just been announced. 

The work was prepared by Wil- 
bur E. Benoy, Insurance Attorney 
of the Columbus Bar, assisted by 
his associates in the practice, Rus- 
sell G. Saxby, and John W. D. 
Moore. The book is one of original 
research, containing citations to all 
Ohio case and statutory law. The 
negligence division of the book is a 
classification of decisions dealing with 
automobile law under their respec- 
tive groupings. 

The chapter outlining the growth 
and development of the Ohio insur- 
ance code will be of especial interest 
to insurance men. 

Mr. Benoy is Chairman of the 
Automobile Section of the National 
Association of ‘Mutual Insurance 
Companies, having been elected to 
that office at the annual convention 
held in Philadelphia. 

The book is published by the 
Haynes Publishing Company of 
Cleveland, Ohio. 
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“Our aggregate premium writings are the 
largest in the history of our Company.” 


WE SAID IT OF 1935 
WE REPEAT IT FOR 1936 
WE PROPHESY IT FOR 1937! 


WE ARE GEARED TO GIVE IN 1937 
AN EVEN GREATER MEASURE OF THE 


DEPENDABLE PROTECTION - SERVICE and SAVING 


WHICH HAS GAINED FOR US IN THE PAST THE CONFIDENCE 
OF OUR THOUSANDS OF SATISFIED POLICYHOLDERS 


NON-ASSESSABLE DIVIDEND PAYING 








MUTUAL 
COMPANY 


MICHIGAN 
LIABILITY 


163 Madison Avenue, Detroit Telephone: Cherry 4800 


WORKMEN'S COMPENSATION, AUTOMOBILE, GROUP HEALTH 
AND ACCIDENT AND OTHER CASUALTY LINES 
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A strict adherence to the principle of 


prompt payment of losses has existed 


since the first day of organization. 
This feature of Federal protection has 


gained nation wide recognition. 
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HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 
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Worth MiILztions! 


tuel Casualty company 


Lumbermens Mu Building 


Mutual Insurence 
Chicago ,UeSeA- 


Gentlemen: 


y . y , : ? e 


settlement of my claim. 


hes bee 
this case 
atment of to know 
Your tel I want yo ratione | insurances 
and cou our full coope Vv neandle my n 
apprecse ye having your company 
forward to 


So reads one of many letters that show better than anything else why 


“L-M-C”’ places such a high value on its 24-hour nationwide claims 
service. Just $31.35, but it is the symbol of fairness and efficiency that 
has played a large part in raising ‘“‘L-M-C’’ premium income to the 


1936 all-time high of $22,219,614.81, in twenty-five years. 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


JAMES S. KEMPER, President Home Office: Chicago, U.S.A. 


Organized originally for lumbermen and now accepting good risks in all classes of business. 





